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Mr. Cannon. The committee is in receipt of the budget for the 
fiscal year 1960. 

We have with us this morning the Director of the Budget, Mr. 
Stans, and the Secretary of the Treasury, Mr. Anderson. 


HIGHLIGHT COMMENTS ON THE 1960 BUDGET 


We will take up the budget at this time as a whole. Discussion will 
be in general terms only. We will not take up items in detail. 

May I say to the Director and the Secretary that we concur in 
expressions which have been given as to the necessity for cooperation 
between the Congress and the Executive. The Nation’s fiscal affairs 
involve serious business propositions and especially serious at this 
time. I am certain that I can speak for every member of the com- 
mittee when I say it is our earnest desire to cooperate with the Presi- 
dent and the administration, and that includes the Director of the 
Budget and the Secretary of the Treasury, in securing the most for 
our money—and I trust there will be enough money to pay as we go. 

We are gratified to find that the budget is balanced. That is per- 
haps the most heartening feature of it. 

The first impression we get is that the President is sending us a 
balanced budget, and we trust it will remain in balance. We hope it 
is a realistic budget, and on that account we are somewhat disap- 


(1) 
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ae in some phases of it. We had hoped that the budget would 
@ lower than the budget of a year ago—at least that it would be no 
higher. Last year’s budget was a recordbreaker at that time, the 
highest peacetime budget, the largest figure ever submitted to the 
Congress in time of peace in the history of the country. We are dis- 
appointed to find that again we have a recordbreaking budget and 
that this is the largest peacetime budget ever submitted to the 
Congress. 

We had also hoped that the President would send us a budget which 
would include a recommendation against the extension of war taxes. 
We were disappointed to find that it is not only the highest peacetime 
budget ever submitted, but that it is also dependent on war taxes. 

It not only recommends the extension of war taxes, but in addition 
it recommends the levy of new taxes. 

The American taxpayer, generally, has hoped there might be some 
tax relief in the near future; that taxes at any rate would not be 
larger. But the budget proposes an extension of war taxes and new 
taxes aggregating several hundred million. 

Then we are disappointed that the President has recommended no 
systematic reduction of the debt. Not only has he failed to recom- 
mend reduction of war taxes and to submit a budget which would 
support a systematic reduction of the debt, but he has asked for legis- 
lation raising the ceiling on the public debt, and most disappointing 
of all, he has not, as in the past, scheduled the increase as temporary. 
He asks frankly for a _permanent increase in the debt ceiling. That 
one word “permanent” is perhaps the most disappointing word in the 
entire message. 

There is another disappointing feature in that the message points 
unmistakably to future increases. Not only is this budget higher, but 
the President told us frankly in the state of the Union message, if not 
in somany words, that he expects still higher budgets in future years. 

The reason that we had some reason to expect a decrease in this 
respect was that the President, in what must have been a carefully 
considered statement on November 5, said we were spending too much 
in every place. He added that we must reduce expenditures, and to 
use his e xpression, “we must begin at the biggest and go down to the 
smallest.” We find no evidence of the reflection of such policy in this 
budget. 

To that extent I must say to those who have hoped we might very 
shortly establish a policy of living within our income, the 1960 budget 
is rather disappointing. 

I might also call to the attention of the Director and the Secretary, 
and especially to the committee and the Congress as well as the coun- 
try, the fact that not within memory has a budget been submitted to 
the Congress in which the Committee on Appropris ations perhaps had 
less voice in initially determining its ultimate balance or imbalance, 
because many of its recommendations are ee in character. 

The legislative committees will have much to do in determining 
whether or not the balance is maintained. 

Of course the margin is so narrow—one-tenth of 1 percent—and our 
experience with budgets in the past has been so consistently con- 
trary, as was indicated on the floor of the House yesterday, that I 
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doubt if there are many members of the committee who really ex- 
pect it to remain in balance. The fact that is is partly contingent 
upon action by the legislative committee and on increased taxes, 
makes it extremely tenuous. The balance is at best delicate. 

May I say—and I trust I have the support of the committee in 
saying this to the Director, the Secretary, and the President, who, 
I am certain has been very sincere and earnest in his effort to send 
us a balanced budget—it is the desire of this committee, insofar 
as we are able, to work with him and to contain this margin, narrow 
though it is. 


PUBLIC DEBT INCREASE, 1954-60 





Now, to be certain as to where we stand, I would like to inquire 
as to the accuracy of certain figures provided the committee. 

The national debt has increased in the 7 fiscal years, fiscal year 
1954 through fiscal year 1960, by $18.9 billion. That is to be deduced 
from the official figures. Is that true, Mr. Secretary from July 
1953 to July 1960 under this budget ? 

Secretary AnprErson. That year it was $266.1 billion, and now 
it is $285 billion. That would be about $18.9 billion. 

Mr. Cannon. This figure we have before us then would be correct ? 
Secretary AnpErson. It would be a correct figure. 






NET BUDGET DEFICIT, 1954-60 


Mr. Cannon. I will also ask as to the deficit for that period. We 
are under the impression that the deficit for that period aggregates 
$19.7 billion; is that correct ? 

Secretary AnpERsoN. Yes, that is correct. 





BUDGET RECEIPTS AND EXPENDITURES—SEVEN YEARS 
Mr. Cannon. Budget receipts for that period totaled $478.4 billion, 
which is $149.1 billion over the previous 7 years. In that 7-year 
period, budget expenditures were $498.1 billion, or $163.1 billion 
over the previous 7 years. That is conceded, I presume. 








DEFENSE AND NONDEFENSE SPENDING 





Now, as to the defense versus the nondefense trend, the American 
people, when they have been stunned by the size of the budget and 
have been disconcerted by the announcement that we are spending 
more than we are taking in, have been mollified somewhat by the 
statement that it is for national defense. I think most any American 
citizen today would agree. “While we do not want to live outside 
of our means and do not want expenditures to exceed national rev- 
enues, if the safety of the Nation is at stake, if this is indispensable for 
national defense, we will not object.” 

Our information, however, is that increased spending in recent 
years has not been due to increased expenditures for defense nearly 
asmuch as for nondefense items. 

For instance, fiscal 1960 estimates compared with the first year of 
the present administration, that is, fiscal year 1954, shows that for 
national security items there was a decrease of $1.1 billion, whereas 
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all other programs—and those are the nondefense programs—in- 
creased $13.4 billion, including the highway item for proper com- 
parison. I presume those figures are correct ? 
Mr. Srans. That is substantially correct, 











Mr. Chairman. 









REMARKS ON BUDGET FOR 1960 








Mr. Cannon. At this point, with the consent of the committee, I 
will insert statements m: ade yesterday on the floor of the House by 
the chairman and the ranking minority member of the committee 
discussing the budget. 

(The statements referred to follow :) 










[THE PRESIDENT’S BupGET MESSAGE 












Mr. CANNON. Mr. Speaker, the message just read is perhaps the most im- 
portant of all the messages President Eisenhower has sent to the Congress during 
his administration. And it is one of the most important any American President 
will address to Congress in many years to come. 

It is important both because of its content and because of the situation it is 
designed to meet. 

Abroad we are confronted with the most powerful and implacable enemy which 
has menaced our country since the adoption of the Constitution. At home we 
are losting steadily in a mortal conflict with inflation. And the two are allies. 
Each plays into the hands of the other. 

Of the two, inflation is perhaps the more dangerous because it is already sap- 
ping at the foundations of our economic system, already spreading like a cancer 
through every business and political activity of the Nation. It is driving to un- 
dreamed of peaks the quotations on the exchanges of Wall Street. It is in- 
creasing every morning the sun rises the cost of every breakfast table in 
America. .And it is pricing the cost of national defense to totals out of all 
proportion to the costs of the production of competing armaments in Russia. 

The major proposal of the message and the budget is that we live within our 
means. For years we have been spending more than the national income. We 
have been spending money we did not have for things we could get along with- 
out. During these last few years when the national revenues have exceeded in 
volume the income of any nation in the history of the world we have increased 
disbursements faster than we increased revenues with no effort to pay our debts 
and without thought of the inevitable day of reckoning. 

As a result we owe today the largest public debt ever owed, either in time of 
peace or in time of war, by any government in any country in any period of 
recorded time. The interest alone is increased nearly $500 million in this budget 
in excess of the interest on the public debt in the last budget. And this budget 
recommends another of a long series of legislative enactments raising the ceiling 
on the public debt—from $283 billion to $285 billion. 

The alarming feature of the recommendation, Mr. Speaker, if anything could 
be more alarming than the debt itself, is that the Presidential message proposes 
that the increase be permanent. That one word “permanent” is one of the most 
significant in the entire budget message. It forecloses any reasonable prospect of 
reduction in the national debt or reduction in the stupendous burden of interest 
on the national debt in the foreseeable future. And in the meantime it is no 
longer necessary for the housewife to take a basket to the corner grocery. She 
can now carry home the week’s supply of groceries in her arms. The cost of 
clothing to keep a child in school goes up every session of Congress, because 
the President has been recommending and Congress has been passing appropri 
ation bills and other bills to spend money we do not have for things the local 
communities should themselves provide or which the States and the Nation have 
been doing without and which they could continue to do without. 

Life savings are being swept away: money accumulated for old age is being 
dissipated; pensions and allowances are being reduced in buying power: life 
insurance is being eroded and all economic systems and plans for the future 
and for succeeding generations are being reduced to chaos. 

All over the Nation this month boards of directors of countless corporations 
are considering plans for promotion, plans for new plants, and more widely 
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distributed factories. But inflation has driven costs of construction and mainte- 
nance and operation so high that they are reluctantly canceling or postponing 
plans for expansion. As a result, communities everywhere are denied local 
branches and labor is denied employment and the economy of the country is 
denied the shot in the arm it so desperately needs. The paralysis of inflation 
is everywhere fostered by executive and legislative promulgations from Wash- 
ington, is everywhere freezing and shackling the genius of America. 

And yet the excess portions of this budget, and the last budget, are in non- 
military items. Over the past 5 years total budgetary expenditures, not includ- 
ing the highway item, have risen from $67.8 billion to $80.9 billion. That 
increase came about solely by increased spending for nondefense items. A 
budget deficit is fuel on the fires of inflation and yet the budget before us is 
balanced by such a narrow margin—one-tenth of 1 percent—that a casual glance 
at the record of past budgets shows there is practically no possibility of the 
balance being maintained through the fiscal year for which it is proposed. 

The burning issue in the Nation today is the battle against inflation. And it 
is not a cold war. It is at a critical point. If runaway inflation takes over it 
would be a setback not only for the United States but for the entire free world. 


Other nations are watching us apprehensively. Resolute action now along sound 
financial lines will reassure them. 


WHO PREPARES THE BUDGET? 


Let us concede right here that all fiscal recommendations start with the 
President. Congress does not make the budget. That is the duty and exclusive 
prerogative of the President. The law is clear and specific. He is directed 
by the statute to make such tax, spending, and appropriation recommendations 
as in his judgment are necessary. The President is in complete command 
in making the budget. He does not have to recommend bigger appropriations. 
He does not have to recommend extension of war tax rates. He does not 
have to urge new taxes—as he does in this budget. He is at complete liberty 
to recommend a cut of 5, 10, 15, 20 billion or any other amount. So when 
the administration talks economy and hope of tax reduction but submits record 
budgets that is President’s action, not that of the Congress. He cannot escape 
that responsibility because the law places it on him. 


A SPENDER’S BUDGET 


The razor-thin budget margin of $70 million rests on several important but 
uncertain premises. But there is no uncertainty about some features of this 
budzet. 

Mr. Speaker, this is a spender’s budget. This budget for fiscal 1960 tops all 
previous record budgets from President Eisenhower. It proposes spending far 
beyond any previous Eisenhower budget submission—even beyond the record- 
breaking peacetime budget submitted just a year ago. It is $5 billion beyond 
the budget against which the people, and even the administration itself, rebelled 
only 2 years ago. 

In the cold gray dawn of the morning after last November 4, the President’s 
significant public reaction to his party’s debacle the day before was that the 
American people had elected a spending Congress. And he gave notice of intent 
to declare war on excessive spending. 

“T think every place we are spending too much money,” the President was 
quoted as saying. He inveighed against lavishness, against waste and duplica- 
tion, against what he termed “loose handling of our fiscal affairs.” He was 
further quoted as saying “we must start right from the biggest and go right 
down to the smallest.” He intimated reductions could be expected all along 
the line in his new budget. In his State of the Union message, he again spoke 
at some length on the subject of spending, about the inflationary and inevitably 
disastrous consequences of excessive and deficit spending. “Except only in 
critical emergencies,’ he said, “we must meet current costs from current 
revenue.” 

The President’s $72 billion budget received 2 years ago this month established 
a record up to that time. Secretary Humphrey rebelled. Even the President 
in effect disowned it and invited Congress to cut it. The Budget Director 
testified he hoped it would be cut. And we cut it materially. This budget tops 
that one by $5 billion. 
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This budget rests on the assumption of a revenue take of $77.1 billions, not 
counting the highway fund—and $80 billion with it if Congress follows the Presi- 
dent’s recommendation and enacts the new gasoline and fuel taxes. That’s the 
highest revenue since the Republic was founded. And this budget would also be 
out of balance except for the President’s request, that wartime tax rates be again 
extended—although he has previously insisted that tax rates are too high. 









RECORD 










SEVEN-YEAR COMPARATIVE 





Lest any doubt remain about this question, Mr. Speaker, let me compare the 
7-year record of fiscal years 1954 through 1960 under the present administration 
with the immediately preceding 7 years of fiscal years 1947 through 1953 under 
the previous administration. And keepin mind that in 3 of those 7 years we were 
at war in Korea: 

3udget revenues during the present administration exceed the previous admin- 
istration by $149.1 billions. 

Budget expenditures under the present administration exceed expenditures 
under the previous administration by $163.1 billions. 

The cumulative net deficit under the present administration is $19.7 billions. 
Under the previous administration it was only $5.7 billions including the 3 war 
years of Korea. If you eliminate the war years, there was a surplus, not a deficit. 

Now, the public debt: Including the budget received today, the debt has in- 
creased under the present administration by $18.9 billion, whereas under the 
previous administration it was reduced by $3.3 billion. In the 4 peacetime years 
1947-50, it was reduced by $12 billion. But even with 3 war years included, it 
was reduced under the previous administration. 

I include here several tabulations of official figures in support of the compari- 


sons drawn. 























Net budget receipts, expenditures, and deficit (—) or surplus (+), fiscal years 1954-60 






[In billions] 





Net expend- | Deficit (—) 
Fiseal year Net receipts itures or surplus 



























ey cee f - - $64. 7 $67.8 —8.1 
le Se I th casein ‘ 60. 4 64.6 —4? 
te a : 68. 1 66.5 +1.6 
4, Fiscal 1957: 

(a) Including highway trust fund_- . 72.5 70.3 +23 

(b) Excluding highway trust fund as per budget-- 71.0 69. 4 +1.¢ 
5. Fiscal 1958: 

(a) Including highway trust fund 71.2 73.5 —2.3 

(b) Excluding highway trust fund as per budget-_- 69.1 71.9 —2.8 
6. Current fiscal 1959 (revised estimates in 1960 budget): 

(a) Including highway fund 70.1 83.4 —13.3 

(b) Excluding highway trust fund as per budget 68. 0 80.9 | 1—12.9 
7. Fiscal 1960 (budget estimates): 

(a) Including highway trust fund 80. 0 80.1 | 2—(), | 






(b) Excluding highway trust fund as per budget--- 77.1 77.0 340.1 
8. Totals, all 7 years 

(a) Including highway trust fund 487.0 506. 2 | —19.2 
(b) Excluding highway trust fund as per budget--. 478. 4 498.1 | —19.7 














1 Original budget was a $0.5 billion surplus. Midyear Review in September 1958 was a $12.2 billion 








deficit 

2 In addition.to items referred to in footnote 3, also assumes enactment of certain new gasoline and fuel 
taxes. ; 

’ Among many other things, assumes enactment of $350 million postal rate bill, and other revenue pro 





Also assumes enactment of various legislative propositions having expenditure reduction effects 


posals. 
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The public debt 
[In billions] 


Beginning 
1. Actual increase, 5 fiscal years (1954-58) : of year 
UURD, R a oa eo te o e ee e  de $266. 1 
RN LO ee ean tee nai eu chika ne wo amano E ema 276. 3 
RUOCONNE: TR Verte 0a a ee +10. 2 
2. Budget estimate of increase during fiscal 1959 (July 1958 to July 1959—- 
PROM Sere GO Smo aie oie ee le Fo es ee +$8. 7 
= peecnated ineregse: th O WOOP ooo oteeetecses ene as +18.9 
4. Budget estimate of change during fiscal 1960 (July 1959 to July 1960— 


from $285.0 to $285.0) 


5. Total budgeted increase for the 7 fiscal years July 1953 to July 1960__ +18.9 


Norr.—Old statutory limit of $275 billion has been raised as follows: 
For fiseal 1955 by $6 billion. 
For fiscal 1956 by $6 billion. 
For fiscal 1957 by $3 billion. 
For fiscal 1958 by $5 billion. 
For fiscal 1959 by— 
$8 billion (permanently to $283 billion). 
$5 billion (temporarily to $288 billion). 
SPECIAL NOTE.—President’s budget message recommends permanent debt ceiling be raised 


by $2 billion (to $285 billion), plus a further, but unspecified, temporary increase for 
fiscal 1960. 


Comparative figures on income, spending, deficits or surpluses, and debt changes 
{In billions of dollars] 


T-year tax take—net budget receipts: 


Under present administration (fiscals 1954-60) -.-..--__-_-_____- 478. 4 
Under previous administration (fiscals 1947-53) _--__-_-____________ 329. 3 
Present administration Over previcuss... oo one e ek nce neu de +149. 1 
T-year outgo—net budget expenditures: 
Under present administration (fiscals 1954-60)_-._______________ 498. 1 
Under previous administration (fiscals 1947-53) ---.-__-________ 335. 0 
Present GGmMInistration OVeGF NPCVIOUE: qn sc ccc wccmewccanwnds +163. 1 


T-year deficits: 
Under present administration (fiscals 1954-60, all peacetime years). —19.7 
Under previous administration (fiscals 1947-53, of which 1951-53 





WOlS SAT VORTE 12) DOR 6 ct Seok ecneeaaaaemeneie + 5.7 
Present: Saministration: Gver Mrevings...... =... ese e eee +14. 0 


T-year changes in the Federal public debt: 
Under present administration (July 1953 to July 1960 per present 
budget—from $266.1 billions to $285.0 billions) _-.___.._-___-___-_-_ +18.9 
Under previous administration (July 1946 to July 1963—from 
Sees 00 ROO ocaes we nie ounc megane asa ae betel +3.3 


Present administration over previous_____.._------_-----_--- 22. 2 





‘The net deficit during the 3 Korean war years (fiscals 1951-58) was $9.9 billions. 
Thus the 4 peacetime years (fiscals 1947-50) would show a net surplus of $4.2 billions. 


Norr.—For simplicity here, and in order to tie directly to official “budget” figures, receipts 
and expenditures for the highway program for years 1957-60 under the highway trust 


‘ind, which began with 1957 to include programs carried in earlier “budget” totals, have 
been omitted. 





8 


NO TANGIBLE HOPE OF TAX RELIEF 


Another certainty about this budget is that it affords no tangible hope for 
tax relief. There are vague references to a time in the foreseeable future when 
needed tax reforms can be made. But there is no provision for it in this budget. 

The most accurate barometer to future spending is the amount of authority 
to obligate the Treasury. That comes first. Spending follows. The President 
recommends in this budget $76.8 billion of new obligating authority—$80.3 bil- 
lion including the highway fund. To get the real dimensions of what this sig- 
nifies as to future spending and hope of tax relief, his recommendations on new 
obligational authority compare with earlier years in this fashion: 

Billions 
1960 budget request over enacted 1954—the first year of the administra- 

tion___ es ‘ - +17.5 
1960 over 1956—the first year of a surplus under present administration +17.1 
1960 over 1958—the last completed fiscal year +0.3 
1960 compared to current year 1959: Already enacted for 1959__-_-_--—_ +3.1 
Total proposed for 1959, including $8.7 billion contemplated supple- 

mentals ; pak 


When he asks for more authority to obligate, he signifies more spending. 


The reduction of $5.6 billion below 1959 total looks favorable, but it is some 
what misleading as to the trend. What has actually been enacted to date for 
1959 shows 1960 exceeding 1959 by $3.1 billion. 

The President indicates he will ask for fiscal 1959 supplementals of $8.7 
billion. Over half of that is for the World Bank and International Monetary 
Fund, although Congress has not yet passed on it. 


Appropriations and other forms of authority to obligate the Government 


' 


4 rearrangement of budget table 7 with certain additions] 


[In billions] 


| 1960 com- 

| | | pared with— 
En- | En- | En- | En- | En- |__| «1960 | 
Type of authority acted,|acted,| acted, acted,|acted, | (total | | 

1954 | 1955 | 1956 | 1957 | 1958 | Al- |Total! pro- | 1959 | 1959 

| ready| pro- posed)| en- | total 

| en- posed | acted | pro- 

acted | posed 


Sohail es senate tai . as =< -| 

. Appropriations: : 
(a) Annual_ 7 __....|$51.8 ($45.8 |$50.8 |$58. a ; $67.5 |+$2.8 |—$0.6 
(b) Permanent (annual action | 


not required) 6.8 | 6.8 


Total, appropriations__| 58.6 | 52.6 | 
2. Public debt receipts authority..-..| 3.6 | 3.0 
3. Contract authority Saeki .9 1.0 
. Reappropriation of prior funds_..-| .4 1,2 


Total, all forms of authority_...| 63.5 | 57.8 
. Deduct appropriations to liqui- 
date contract authority pre- 


viously granted-_-_-_---- 





Net new obligating authority 
per budget 5 
3}. Add highway trust fund for proper 
comparison with years prior to 
1957 | 
(a) New contract authority. 
(b) Labor standards and re- 
funds of taxes............ ptlagusaatdassl a om oy 
80.3 | +3.1 | -56 


— 


Grand total. _...--.--.| 62.8 | 57.1 | 63.2 | 72.8 | 80.0 | 77.2 | 85.9 





1 The budget for 1959 recommended enactment of several amounts as supplementals for 1958 which 
normally should have been carried in the regular bills for 1959, principally a $1.3 billion defense sup) le- 
mental; a $2 billion Export-Import borrowing authority and $2.3 billion reimbursement to CCC. Had 
they been handled as 1959 fiscal transactions, as usual, the comparison between 1958 and 1959 would be 
more realistic. : 

2 The budget for 1960 proposes supplemental and deficiencies for 1959 fiscal in the abnormally high amount 
of $8.7 billion, including $4.5 billion special items for the World Bank and International Monetary Fund. 
Excluding these unusual items, the comparisons between years would represent a more normal situation. 
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IS THE BUDGET IN BALANCE? 














The pending question is whether this new budget is in actual, or only apparent, 
balance. On its face, it is balanced by the narrowest margin—a mere pittance 
in the context of $77 billion budgets. And that rests on a number of contin- 
gencies. It assumes increased income of about $10 billion in fiscal 1960 over 
1959. 

The recommendation for legislation to raise postal income by $350 million, the 
request for new taxes to keep the budget in balance are matters for the legisla- 
tive committees to process. 

This is a big budget. It is a spender’s budget. It is a political budget. It ig- 
nores the rule of prudence by failing to allow an adequate cushion against fur- 
ther essential defense costs or against a shortage in revenues. It makes no 
allowance for payment on our staggering debt. It is a standstill budget at best. 

In light of unreliability of estimates in recent budgets, this nominal budget 
surplus of $70 million could vanish overnight. 

n all but one of the five budgets sent down by the President, the original 
spending estimates of the President were not realized. They spent more each 
time. Compare the following estimates with this precarious figure of $70 million: 











Spending 


{In billions] 











President’s Exceeded 
original esti- | Actual result | original esti- 






| mate mate 
— - ‘i 
1050 budget (latest figures) ...............-.....- satakeuscel $73.9 | $80. 9 +$7.0 
1958 budget. ___-- aise 71.8 | 71.9 | +0. 1 
1957 budget... ._- dou ideas aie cl ee hats 65. 1 | 69.4 | +4.3 
BU UN a : eas Se 62.4 | 66.5 | +4. 1 
19 sassdesante rae eenics ee aes 65.6 | 64.6 | —1.0 


Original budget estimates of deficits and surpluses matched against actual 
results also affords comparisons pertinent to the present situation. The accom- 
paying table indicates how far and how often the mark has been missed. 























Deficit and surplus comparisons under the present administration 


{In billions] 









President’s | 


original Actual 
Fiscal year budget | results 
recommen- | 


dations 






_ Subtotal, last 5 years 
1960 (estimate) 


_— 








‘Submitted by previous administration but revised and administered by present administration. 
? Latest official estimate. 


Notr.—Highway trust fund, which began with fiscal year 1957, not included. 
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DEFENSE AND NONDEFENSE SPENDING 








There is a general impression that deficit spending is necessary in order to 
provide national defense and therefore justified by the need. As a matter of 
fact the excessive budget increases have been due principally to nondefense 
spending, as will be noted: 





Net budget expenditures 
{In billions] 

















Major national All other Total net 
security programs |  @xpenditures 













Fiscal year Includ- | Includ- 
; Defense- | | Asper | ing high-| As per ing high- 
military | Total} budget way budget way 
| trust | trust 
fund fund 






















1. Fiscal 1953 (Korean war year) _- j $43.6 $50. 4 $93.9 $23.9 | $74.3 $74.3 
ag ee nods 10.3 | 46.9 20. 9 20. 9 67.8 67.8 
3, Fiseal 1955... 35.5 | 40. 6 24.0 24.0 64. 6 64.6 
4. Fiscal 1956___ 85.8 | 40.6 25.9 25.9 | 66.5 | 66.5 
5. Fiscal 1957- 38. 4 43.3 26.1 | 27.0 | 69.4 70.3 
6, Fiscal 1958 -.- ; : 39.1 44.1 27.8 | 29.4 | 71.9 73.5 
7. Fiscal 1959 (latest estimate, 1960 
budget) 40.8 16.1 234.8 37.3 280.9 | R34 
8. Fiscal 1960 (budget estimate) --- 410.9 45.8 31.2 34.3 77.0 80.1 
Comparisons 
1960 compared with last war year 
1953) - —2.7 —4.6 +7.3 +10. 4 +2.7} +58 
b) 1960 compared with Ist year of 
present administration (1954 e 1. 6 —1.1 4+10,.3 5 +13. 4 +-9,2 | +123 
1960 compared with Ist year show- | 
ing surplus under present ad- | ; 
ministration (1956) _- +5, 1 +5, 2 +5.3 +8. 4 +10. 5 | +13.6 
da) 1960 compared with last com- | 
pleted year (1958) - +1.8 +1.7 +3. 4 +4. 9 +5.1 +6.6 
e) 1960 compared with current 1959 
estimate - - -- : +.1 —.3 —3.6 —3.0 —3.9 | —3.3 














1 As classified in the 1960 budget (earlier years included “ Defense support’’ which, in 1960 is shifted to 
“All other’’ programs). 

2 Includes $2.8 billion estimated to be expended from anticipated supplementals of $8.7 billion, 

3 Represents increase of nearly 8 percent over war year of 1953. 

4 Represents 50 percent increase over 1954. 

§ Represents 64 percent increase over 1954, 







NotEe.—Highway trust fund began with fiscal year 1957. 









This budget, as compared to fiscal 1954, the first year, recommends a 64-percent 
increase in nondefense spending—up $13.4 billion. Nondefense items in this 
budget are estimated at $8.4 billion more than in 1956 when they first showed a 
budget surplus. This is what the President urges. Does that signify they have 
spending under control? The facade of surpluses were not the result of retrench- 
ment. They came solely from a rising tide of national revenue and war tax rates 
in time of peace. And even those small surpluses were consumed by prior deficits 
in recent years. 

Mr. Speaker, the House should take no particular comfort from the $3.9 billion 
reduction in spending shown by this budget. It is largely the result of a handful 
of nonrecurring 1959 expenses, more or less automatically dropping from the 
1960 budget, such as the monetary fund item, termination of the Soil Bank 
acreage reserve, temporary unemployment compensation, retroactive pay raises, 
and a few other special items. 

All manner of increases are requested in appropriations. 















ANNUAL CONGRESSIONAL REVIEW 







BYPASSING 






Mr. Speaker, I should say again that, contrary to a widely held impression, 
the budget is not processed entirely through the appropriation bills. And the 
present budget is no exception to that rule. 

This budget especially is contingent on enactment of many legislative propo 
sitions, both to secure more revenue and to secure reductions in spending. Its 
balance was arrived at on that premise. 
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The appropriation bills at one time disclosed the disposition of the budget 
recommendations of the President and how much money would be removed from 
the Treasury. Unfortunately that is no longer the case. In recent years Congress 
has, in practice, been legislating against its most vital prerogative—control of 
the purse strings. It has done this to such an extent that it has substantially 
impaired its control of spending authority. Side doors to the Treasury have 
been opened through ingenious contrivances in ever-increasing volume and with 
ever-increasing frequency. The objective is simple. People want to get money 
out of the Treasury without having to pass the acid test of annual congressional 
scrutiny. The principal device is a harmless-sounding method called a “public- 
debt transaction,” and there are others. As we have previously shown, these 
devices are in every respect an appropriation because they permit money to be 
removed from the Treasury without further congressional action. But through 
this device they have successfully escaped the regular legislative route and the 
annual scrutiny required of appropriations. 

The dimensions of these end runs on the annual review process reached alarm- 
ing proportions last year. The Senate undertook to preempt the appropriating 
powers of the House by originating a number of such schemes, for all manner 
of expenditures carrying a total price tag of nearly $9 billion. And legislative 
committees of the House have insisted on concurring in this short circuiting. 

For general reference, a tabulation of identified bills of the last session is 
included with the several amounts shown. 
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It is to be noted that the President indicates he regards these end runs on the 
appropriations process as inconsistent with sound standards of budgetary 
practice. 









THREE WAYS TO STATE THE SIZE OF THE 1960 BUDGET 





Mr. Speaker, a substantial portion of the business of the Government is fi- 
nanced through such devices as trust funds. These are outside the $77 billion 
general budget. Other techniques used to strike the general budget total tend to 
understate the gross dollar volume of Government business. There is interest 
in this matter because the sum of all these items gives a more accurate picture 
of total Treasury income and outgo. Accordingly, I include the following 
tabulation : 







3 ways to state the size of the 1960 budget 













Re- |Spend-| Sur- 
ceipts ing | plus 
| 





















1. The administrative budget—This is the one most commonly used. Its in- 
gredients are ‘‘net budget” receipts and “net budget’’ expenditures. It 
shows net budget expenditures against what might be termed general, un- 


segregated Treasury receipts. It is the one which shows the $0.1 billion 
surplus projection. | 
The “‘administrative’’ budget totals are $77.1 $77.0 $0. 1 
2. The eash budget—This is the term often applied to w ‘hat the budget message 
refers to as “‘Receipts from and payments to the public’’— an effort to por- 


tray the magnitude of the ebb and flow of funds between the Government 
and the public. Briefly, this combines ‘“‘budget”’ figures (the administra- 
tive budget) and trust fund receipts and expenditures, and then eliminates 
intragovernmental and intrafund transactions which do not represent flow 
of funds either to or from the public (see tables, p. M10 and p. 931). As ex- | 
plained below, this method, as used in the budget, does not disclose the full 
magnitude. 
The “‘cash” 


budget totals are... - 








3. A 3d method—The cash budget calculation (No. 2, above) understates the full 
scope of Federal income and outgo. This is because ‘“‘budget’’ receipts and 
“budget’’ expenditures are stated, as in the past, on a net basis. This is to 
say, certain receipts are not shown as ‘‘budget receipts,’’ but rather are off- 
set against gross budget expenditures, thus arriving at net budget expendi- 
tures. These receipts are collections of interest, repayment of loans, postal 
revenues, and other income (primarily from outside the Government) of 
Government corporations, the postal service, and various revolving funds. 
The budget makes the distinction in this respect basically because such re- 
ceipts are available for use or reuse (respending) by the corporation or other | | 
enterprise concerned and thus are not available for general appropriation 
purposes. (Inthe case of postal receipts for services rendered, budget totals | 
reflect only the net deficit or surplus.) Counting such receipts as receipts, 
rather than as offsets to expenditures, the following tabulation more fully 
reflects the ebb and flow of funds: 


































Net budget receipts (same as Item 1) ; a i ) ae eS 
Receipts treated in the budget as offsets to gross budget expe nditures Ss | 
(see table 9, p. 18) oe PR er. Be EIT SE | 9.9 - E 
Trust fund receipts (p. 879) 20. 5 |.-. ? 
Gross budget expenditures (ne t budge t expenditures plus rece ipt offsets | 
mentioned above) -| 86.9 | 
Trust fund expenditures (p. 879) i 
Subtotals_- 7.2 | 
Deduct intragove rnment and intrafund trans sactions not directly in- | 
volving the public (same items as are referred to in ‘‘cash budget” | 
calculation in No, 2, above—see p. 931) } —4.1 —4.0 —.1 
Totals (ebb and flow between Government and public) 103. 4 103. 2 | 2 
| 





GOVERNMENT EXPENDITURES 








(Mr. Taber asked and was given permission to address the House for 10 
minutes. ) 

Mr, Taper. Mr. Speaker, the United States today is facing a serious situation. 
There is no question in my mind but that we must face it and must overcome it. 
Everywhere that a dollar is asked for by any agency it must be screened in the 
most careful manner, and we must try our very best to keep things down. Every 
unnecessary item must be cut down. 

For instance, even the military construction must be put on what is practically 
needed for their construction, rather than the elaborate things that have been 
done in the past. We must do away with any more attempts to fasten other ex- 
Penditures upon the people. We just cannot afford it and they cannot afford it. 
We will not meet our responsibilities unless we stand up to the rack and realize 
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that further increases in expenditures or even the maintenance of the type of 
expenditures that have been going on shall be stopped. 

I am not unmindful of the responsibilities that we owe. We owe a lot of debt. 
That debt cannot be met if we maintain a spending budget which is larger than 
the ones that have gone by. The present budget submitted is perhaps the largest 
peacetime budget since that budget that was sent up here in the last days of the 
Truman administration in 1953. It is larger than I like to see. I hope that we 
will be able to keep it down. I hope from what the chairman of the Committee 
on Appropriations told us this morning that he is going to lead the way. I am 
glad to see that he is taking that position. 

The thing I want to caution the Congress about particularly is this: Do not 
get tied up to spending programs until after the Appropriations Committee has 
had an opportunity to hold hearings on things and find out the things that abso- 
lutely are necessary. We must not tackle anything else. We must meet what is 
necessary for the defense of the United States. We must meet what is neces- 
sary to maintain our governmental structure. But never in the world should we 
embark upon programs that are going to cost enormous sums of money. We 
should begin to whittle down some of these expenditures so that we can face 
the people of the United States back home. I do not think for a moment that 
we ought to take any chance on going ahead with new programs that may be 
foisted upon us to vote upon by all sorts of promoters. These promoters who are 
out for spending more money must realize that we do not have the money to 
spend. They must realize that we must face the obligations that we owe to 
our bondholders and to the people generally Who are paying enormous taxes. 
I would like to see the taxes cut. At the same time I would hate to see them 
cut unless and until we can get things down to the point where we can afford 
to take a chance on that sort of thing. 

x * * * * * * 

Mr. Taser. We are facing a situation which is absolutely critical in the 
United States. If we do not meet our responsibilities we are going to contribute 
to total bankruptcy on the part of the Government. I do not want to be a party 
to that sort of thing. I hope that his Congress does no want to be a party to 
that sort of thing. I intend to take the floor when any of these large bills are 
under consideration, and express myself on how I feel, and I hope that the Con- 
gress will stand up and prevent these enormous expenditures going through. 

Ba ca a *k a BS 


NEW OBLIGATING AUTHORITY REQUESTED BY PRESIDENT AND ENACTED BY 
CONGRESS, FISCAL YEARS 1954-59 


Mr. Cannon. Mr. Director, I wonder if you are in a position to say 
whether the Congress has granted more or less than the amount of ob- 
ligating authority requested by the President in the last 6 years. 

Mr. Stans. Iam not sure of the years. I know that in some sessions 
the Congress has granted more spending authority than requested by 
the President because of increases allowed outside the appropriations 
process. 

Mr. Cannon. For the past 6 years, has the President asked for more 
than the Congress has granted ? 

Mr. Srans. For the 6 years as a whole ? 

Mr. Cannon. Yes. 

Mr. Stans. I do not know, I will have to get the figure to tell you. 

Mr. Cannon. I trust you will let us have the figures for the record. 
Our information is that the President has asked for more over this 
period than the Congress has been willing to approve. 
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(The information requested is as follows :) 


New obligational authority requested and enacted, fiscal years 1954-59 


{In millions] 


— 
Estimates | 


Enacted ili aead 
change 


Fiscal year 


$65, 637 $62, 765 | 
59, 448 57, 076 

62, 427 63, 198 | 
67,810 70, 179 | 
77,912 76, 345 | 
73, 940 73, 707 | 
407, 174 | 403, 270 


GENERAL STATEMENT OF BupGer Drrecror 


Mr. Cannon. Mr. Director, have you a statement for the committee ? 

Mr. Srans. Yes; I have a statement, a short statement. 

Mr. Cannon. We shall be glad to have the statement of the Director 
at this point. 

Mr. Stans. I have a short statement which will be followed by ¢ 
short statement by the Secretary of the Treasury. 

Mr. Cannon. Please let us have your statement at this time and we 
will then ask the Secretary for his statement. 

Mr. Stans. Mr. Chairman and members of the committee, I appre- 
clate this opportunity to talk with you about the 1960 budget. I know 
that this committee, particularly, will agree with me that the Federal 
budget is of great importance to the entire Nation. This committee, 
and the Bureau of the Budget in behalf of the President, have a special 
responsibility to see that the Government’s expenditures are kept under 
control and are directed efficiently to the most essential needs of the 
Nation. 

In this statement I shall address myself only to the expenditure side 
of the 1960 budget. The Secretary of the Treasury will discuss reve- 
nues and new revenue proposals. Because the members of this com- 
mittee will go into great detail with the operating agencies when they 
consider the individual appropriation requests, I shall restrict my 
remarks to the principal policy considerations in the development. of 
the 1960 budget and to the major expenditure changes between the 
fiscal years 19! 59 and 1960. 


PoLiciIes AND RECOMMENDATIONS 


The administration feels very strongly that Federal revenues and 
expenditures for fiscal 1960 should be held in balance. Of course, we 
will get most of our help toward reaching such a balance from 
improved receipts. Beyond that, we have subjected every area of the 
budget to the most. careful scrutiny, with the objective of providing 
for the national security and other essential activities while working 
also for the objective of a balanced budget. 


A balanced budget for the next year is highly important for several 
reasons. 
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First, the period covered by this budget is expected to be the most 
prosperous in our history. If during such a period—and with tax 
rates so high—the Government does not live within its income, then 
the prospect of fiscal responsibility becomes remote indeed. 

Second, we are running a very large deficit this year—almost $13 
billion. It is essential to get the budget under control in 1960 and to 
avoid large continuing deficits. 

Third, we face a serious debt-ceiling problem. By next June 380, 
the debt will reach $285 billion, and an increase in the permanent 
debt limit to this amount will have to be requested. If a balanced 
budget is attained in 1960, it will not be necessary to ask for a further 
increase in the permanent limit at June 30, 1960, although an in- 
crease will be needed in the temporary limit to cover heavy borrowing 
requirements in the early part of the fiscal year. 

Fourth, unless expenditures can be brought under control, the only 
way to avoid continuing deficits is to consider increases in the already 
high level of taxes. 

Finally, an unbalanced budget with a continued pyramiding of 
deficits could only add to inflationary pressures with the consequent 
deterioration of the value of the dollar. 

Now, having given you this general statement of why the President 
felt strongly that a balanced budget was called for, let me say that I 
am confident that the proposed expenditure levels will not have ad- 
verse effects on essential Federal programs. 

This budget will support Armed Forces of about the present size 
and structure and will add significantly to the quantity and, equally 
important, the quality of the weapons available for use. Special em- 
phasis is put on missiles and on research, development, test, and 
evaluation. This is possible with the relatively small increase of 
$145 million in total expenditures for the Department of Defense 
because expenditures will decline for military construction and for 
procurement of aircraft and other conventional weapons. The De- 
partment of Defense will streamline operations wherever possible. 

Second, the budget recommends that we assist free nations in their 
economic development through well-considered programs. This is to 
be done primarily by means of loans from the United States and from 
various international financial organizations of which we are a mem- 
ber. Recent developments call for an enlarged role for these inter- 
national organizations, and for other countries to have an increasing 
share in financing economic development. 

Third, the budget provides for substantial expenditures to promote 
scientific research and space exploration. We are moving ahead vig- 
orously to advance space technology and its practical applications for 
meteorology and communications. About $830 million will be com- 
mitted in 1960 on outer space programs, excluding military missiles. 
A supplemental appropriation is also recommended for 1959 for ac- 
celerating development of the technology of manned space flight. 

Fourth, the largest civil public works program in history will be 
carried forward in 1960—a program involving expenditures of $3 bil- 
lion in the highway trust fund and $2.2 billion for all other activities. 
In view of the increases provided for construction programs last year, 
and in other recent years as well, it seems prudent to have a breathing 
spell in the initiation of new projects. Accordingly, no additional 
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funds are proposed in 1960 for starting new water resources projects, 
general office buildings, and veterans’ hospitals. Even without new 
starts for water resources projects beyond those for which initial 
appropriations have already been made, expenditures for these proj- 
ects will be at an all-time high and will be even higher in the fiscal 
years 1961 and 1962. 

Fifth, by proposing increases for some of the programs concerned 
and continuing others at their current levels, the 1960 budget would 
help promote the welfare of individual citizens and the development 
of communities. Federal loans and grants for capital improvements 
in communities involve expenditures of over $2 billion in 1960 and 
commitments still outstanding at the end of 1960 will total more than 
$6 billion. New legislation recommended in the budget message in- 
cludes several proposals to increase gradually the local share of 
financing those programs which convey special benefits. 

Sixth, the otal proposes certain new legislation to increase reve- 
nues. Some of these revenues are reflected in receipts of the Govern- 
ment, and these can be explained by the Secretary of the Treasury. 
Two of the revenue proposals, however, relate to the postal fund and 
the highway trust fund, and thereby affect directly the level of budget 
expenditures. The postal rate increase is proposed in an amount 
which reflects congressional policy that the Post Office Department 
should pay its own way except for the cost of certain identified public 
services. An increase in motor fuel taxes is proposed in order to 
maintain the highway trust fund on a self-supporting basis. 

Beyond these program considerations, the budget proposes addi- 
tional steps to reduce Federal outlays, in some cases in 1960, and in 
others over the longer run: 

Discontinue temporary emergency measures and strengthen 
permanent programs for economic stability ; 

Continue the adjustments needed for a freer agricultural econ- 
omy with less reliance on the Federal Treasury ; 

Reduce the burden on the general public for services to special 
groups; 

Encourage private lending through flexible interest rates for 
Government credit programs; and 

_Achieve long-run economies by adapting programs to changed 

circumstances. 

The Budget also proposes that present budgetary practices and 
procedures be studied and improved to achieve more effective fiscal 
controls. One of these, which the chairman has already mentioned, 
which is inconsistent with sound budgetary practice and which I know 
has concerned this committee in the past, would be to avoid the enact- 
ment of new obligational authority outside of the appropriations 
process, 

BUDGET TOTALS 


The following table gives the budget totals for the fiscal years 1957- 
60. You will note that (1) budget expenditures for 1960 are esti- 
mated to be $3.9 billion less than for 1959; (2) the budget provides 
a small surplus—actually the amount is $70 million; and (3) the 
recommended new obligational authority is slightly less than the esti- 
mate of expenditures. 
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Budget totals 


[Fiscal vears. In billions] 


| 
1957 1958 1959 1960 
actual | actual estimate | estimate 


Budget receipts patos $71.0 $69. 1 $68.0 | 

Budget expenditures_-...............---- SSR 69. 4 71.9 80.9 
Budget surplus (+-) or deficit (—)-_.---- +1.6 | —2.8 

New obligational authority... -- Z 70. 2 | 76.3 | 





The committee may be particularly interested in knowing the factors 
which account for the decrease of $3.9 billion between the 1959 and 
1960 expenditure totals. An analysis of these factors clearly evidences 
that practically all of the programs of the Government under this 
budget will continue at high levels. I would like to submit to the 
committee and supply for ‘the record the attached table showing a 
listing of the significant increases and decreases in 1960. 

As shown in that table, the largest single decrease in 1960 expendi- 
tures reflects the fact that the proposed additional U.S. subscription 
to the International Monetary Fund in 1959 will not recur in 1960. 

A second factor is that three large temporary programs will be 
terminated. These are the acreage reserve, the temporary advances 
to States for extended unemployment compensation, and the special 
purch: ses of mortg ages on low-cost housing. 

Third, parti: lly offsetting the decreases just described, are certain 
major increases which for the purpose of the 1960 budget are largel 
uncontrollable. We expect to have to pay more interest on the public 
debt—one-half billion more. 

Past commitments will also lead to higher expenditures for con- 
structing public works and merchant ships. Space exploration and 
the recently enacted defense education program also call for higher 
expenditures. 

Fourth, certain decreases will occur in the normal course of events. 
tetroactive pay costs which were met in fiscal 1959 will not be re- 
peated. Further, yields of farm crops in calendar 1959 are estimated 
by the Department of Agriculture to be lower on the average than the 
record yields of 1958, with a resulting drop in farm price support 
payments. Also, the increase in post: al rates enacted last year, plus 
parcel post rate increases to be effected by administrative action this 
year, will reduce net costs of the postal service. 

Fifth, additional reductions in net budget expenditures, estimated 
in the attached table at $415 million in 1960, depend upon enactment 
of legislative proposals. These include revisions in postal rates, more 
flexible interest rates for guaranteed loans to veterans, and a transfer 
to trust fund financing of Federal-aid highways in national forests 
and public lands. 

Sixth, the budget proposes to make certain housing programs and 
the Export-Import Bank support themselves by the s: sale of portfolio 
assets, In some cases by exchanging for bonds. Thus, extensions of 
new credits would be matched by realizations on old loans. 

Finally, the net effect of all other increases and decreases between 
1959 and 1960 is a decrease in expenditures of over $300 million. The 
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principal item is a decrease of $462 million in military assistance 
expenditures. 

I would like to repeat my belief that this table demonstrates that 
no budgetary reductions are proposed which impair the security and 
welfare of the country. The major budgetary action has been, after 
providing for national defense, to restrain large increases beyond the 
ability of the Government to finance them from current revenues. 

It is my sincere hope that the Congress will accept and approve the 
general policy and dimensions of the budget recommended by the 
President. A budget that is balanced at a level of about $77 billion 
can be attained with executive and legislative cooperation. I believe 
the best interests of the country would be served if, by our mutual 
efforts, we do attain it. 


Reconciliation between 1959 and 1960 budgeted erpenditures 
In millions 
1959 expenditures (latest estimate, as shown in 1960 budget) $80, 871 
1. Nonrecurring 1959 item (supplemental): International Mone- 
tary Fund capital contribution.__ ae ; —1, 375 


Terminated temporary programs: 
Acreage reserve (less increase in conservation re- 
SONNE WD es saiciraic ccloenas hae rel kg Deen igre 
Augmentation of nemploy ment benefits 
Purchase of low-cost housing mortgages by FNMA_.- 
—1, 280 


78, 216 


38. Uncontrollable major increases: 
puterost Ob Gite shat ec eias. ak a 
Construction of public works, building s “and ships” (com- 
mitted ) - ie Rik oie Saar aah ceca 
New outer space and defense educ ation programs____- 
+899 
79, 105 
. Normal decreases: 
CCC program sia cael il 
Postal revenues (1958 law “and 4th class increase) 
Retroactive pay in 1958, net 


Legislative proposals for reduction in 1960: 
Postal rate increases 
Veterans loans 
Transfer to trust fund of cost of forest. and public ‘lands 
highways in interstate system_ 


415 
77, 995 
Sales of assets in 1960: 
FNMA mortgages__— 
College housing loans 
Export-Import Bank loans____ 
—619 
77, 376 
All other changes: Other decreases in programs (including 
military assistance $462), less other increases in programs__ —346 


1960 expenditures 77, 080 
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GENERAL STATEMENT OF THE SECRETARY OF THE TREASURY 


Mr. Cannon. We are glad to have the cooperation of the Secretary 
of the Treasury in processing the budget. 

We will appreciate having a statement from the Secretary at this 
time. 

Mr. Secretary. 

Secretary Anprrson. As Mr. Stans has told you, receipts in the fiscal 
year 1960 are estimated in the present budget at $77.1 billion. This 
represents a substantial increase over our present estimate of $68 bil- 
lion for 1959 and actual receipts of $69.1 billion for 1958. 

These estimates reflect firm confidence in our economy. They rep- 
resent the best judgment which we are able to make on the business 
outlook after checking as closely as possible throughout the Govern- 
ment and in the private business community. 

In both 1958 and 1959 receipts were considerably less than the $71 
billion realized in 1957. The decline reflected the downturn in eco- 
nomic activity which began in the latter part of the calendar year 1957. 
Because of the lag between the earning of personal and business in- 
comes and the receipt of taxes payable on those incomes, the full impact 
of the present recovery on the fiscal position of the Government will 
not be felt before the fiscal year 1960. Beginning in the late spring of 
1958, business improvement has been rapid and our estimates of re- 
ceipts for fiscal year 1960 assume that reasonable improvement will 
continue. 

The expected pickup in revenue in fiscal 1960 is strongly supported 
by the experience of the fiscal years 1955 and 1956, which reflect the 
recovery from the recession of calendar year 1954. After adjust- 
ment is made for comparability in corporate taxpayment dates, the 
increase in revenues from 1955 to 1956 was $9.3 billion—more than 
the increase between a recession and recovery year we are estimating 
in the current budget. Considering all the evidence of recovery which 
exists in the economy today, we are confident that our revenue esti- 
mates are well founded. 

Our revenue receipts fall into two major categories—individual in- 
come taxes and corporate income taxes. Together these two tax sources 
account for 80 percent of net budget receipts. The most important 
basic data with which we must deal, therefore, have to do with esti- 
mates of personal income and corporate profits. 

Personal income, which may be regarded as an approximation of 
gross income for individual income tax purposes, has risen from the 
second quarter 1958 level of $350 billion to a fourth quarter level of 
almost $360 billion. We have assumed that this rise will continue 
and that incomes will total $374 billion in the calendar year 1959. In 
reaching this figure we took into account the fact that personal income 
fell off relatively little during the recession and has risen substantially 
in recent months. Barring some major shifts in the economy in the 
next 18 months, which we do not now foresee, the $20 billion rise in 
personal income in 1959 on a full-year basis appears to be well justified. 

On the business side of the picture our estimates assume a moderate 
rise in corporate profits from the indicated fourth quarter 1958 level of 
$44 billion to $47 billion for the calendar vear 1959 as a whole. After 
sharp declines during the final quarter of the calendar year 1957 and 





ary 


his 


cal 
‘his 
bil- 


ep- 
\eSs 
Tm- 


S71 
c0- 
ye 
in- 
act 
will 
r of 
re- 
will 


ted 
the 
ust- 
the 
han 
Hing 
rich 
asti- 


| in- 
rces 
tant 
osti- 


n of 
the 
1 of 
inue 

Tn 
ome 
ally 
the 
e in 
fied. 
rate 
| of 
fter 
and 


21 


the first half of 1958, corporate profits rose sharply in both the third 
and fourth quarters of calendar 1958. The sensitivity of profits to 
changes in business conditions is shown by the fact that there was an 
increase of almost $12 billion in profits between the second quarter 1958 
figure of $32 billion and the indicated fourth quarter 1958 figure of $44 
billion. Our estimates represent our eoniniieved appraisal of these 
changes and of the improved prospects for business earnings during 
the current calendar year. It is interesting to note that the annual 
new year forecasts in the business and financial press in recent weeks 
have almost unanimously predicted a substantial recovery in corporate 
profits in calendar 1959. 

The receipts which we have estimated for the fiscal year 1960 repre- 
sent an increase of $9.1 billion over 1959. Of this amount the two in- 
come taxes account for $8.2 billion. The remaining increase of $0.9 
billion is expected from all other major revenue sources as a result 
of the general expansion in economic activity plus a relatively small 
amount from action recommended for certain specific changes to main- 
tain or increase revenue and to make the laws more equitable. 

Our estimates are based on continuance of the present tax rates on 
corporation profits and certain excise taxes for another year beyond 
their present expiration date of June 30, 1959. Failure to do this 
would result in revenue losses of around $2 billion for the fiscal year— 
a decline of $1 billion in each category. 

I appreciate the opportunity to have been able to tell the House 
Appropriations Committee about the basis for our revenue assump- 
tions and estimates. I look forward to working with this committee 
and the rest of the Congress in developing actions which are in the 
best interests of our Nation asa whole. 


$3.9 BILLION “SPENDING” REDUCTION 


Mr. Cannon. Mr. Secretary, the committee always takes into care- 
ful consideration the reaction of the press of the country. The great 
newspapers of the Nation are not only staffed with reporters who are 
all too frequently able to secure information when no congressional 
committee can secure it—and who do not hesitate to print it—but 
they are also staffed with experts, trained, experienced economists, 
to the extent that the reaction of the press to this budget is a matter 
of interest to the committee, as I trust it is to the administration. 

I notice in this morning’s Wall Street Journal, one of the authori- 
tative financial periodicals of the country, an article on the Presi- 
dent’s budget to Congress captioned “The Budget’s Irony.” 

The headline states that, “It is balanced but asks few basic cuts 
and sets the stage for future rise.” In the report which follows it 
goes on to say that— 

Behind the headlines heralding President Eisenhower’s new budget cut to $77 
billion and balanced at that figure lies an ironic and far more significant story. 
Though the budget cuts proposed spending $3.9 billion below the level expended 


for the year ending June 30, more than three-fourths of the reduction does not 
reflect clear-cut administrative economy decisions. 


We have learned by long and sad experience that in order to bal- 
ance a budget which is out of balance you must have actual retrench- 
ment; that there must be self-abnegation, a tightening of the belt, if 
you expect to really balance the budget. 





The Journal says that— 

This reduction does not reflect economy on the part of the administration. 
It stems instead from such factors as expiration of the Government’s recession- 
inspired pregram of supplementary employment payments and the hope for 
smaller farm crops and resulting reductions in price support outlays. By 
failing to propose more than a few changes in basic spending programs the 
fiscal 1959-60 budget sets the stage for a climb in Federal spending in the 
years ahead. 

We would be glad, Mr. Secretary, to have your comment on that 
expression of opinion by one of the notable newspapers of the Nation, 

Secretary Anperson. Well, Mr. Chairman, I thhinke that as the chair- 
man indicates, I have not had the opportunity of reading this par- 
ticular article. I know that other editorial comment from other 
papers over the country have sometimes indicated that perhaps we 
were not spending quite enough. This simply represents a difference 
in point of view. I believe that. we must all realize that we are faced 
for an unknown period of time with a kind of tension in the world, 
in which we are going to be confronted with preserving a program of 
security which is always going to be costly. 

I was very interested to note that the chairman called attention to 
the fact that there had been substantial increases in programs that 
were not directly related to defense. I think it behooves us all to 
make a constant reexamination of the programs out of which these 
expenditures are generated to determine whether or not there is a 
continuing validity on the basis of priority with other programs with 
which we are confronted. 

I would hope that the Congress would undertake a review of some 
of the major programs to this end. 

I think if one looks at the fact that when you take the appropria- 
tions made for national security, veterans, and interest on the debt, 
for instance, which is related to previous wars, as is the debt for the 
most part, and atomic energy, that this is about 76 percent of the 
total dollars that we will spend. 

If, therefore, there are to be savings of a substantial order of mag- 
nitude and if they are not to come out of programs, either related to 
our future defense or paying for our past efforts in this connection, 
it 1s going to take some very careful examination because we have a 
relatively small amount of the budget with which we deal. 

As the Director of the Budget pointed out, it isa long way froma 
budgetary deficit of $13 billion in one year to a balanced budget in 
another. To go that far would seem to me the major kind ‘of an 
accomplishme nt. It does not mean to me that this is all that must be 
done. I would agree with the chairman that we ought to continu- 
ally reexamine programs, we ought to continue trying to reevaluate 
proposals which are made in order to ascertain whether or not our 
country could not afford to be more conservative in some of our ex- 
penditures in order not to increase the burdens on our people. 


PROSPECTS FOR GENERAL TAX REVISION AND RELIEF 


Mr. Cannon. Mr. Secretary, the President in his state of the Union 
message said he had requested you to prepare some general tax revi- 
sions for submission to the Congress. He did not say when these 
should be submitted and he has given us no inkling as to the nature 
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of the proposed revisions. We would be glad to have any informa- 
tion you can give us on that subject. 

Secretary ANpERsoN. Mr. Chairman, the matter of taxation is one, 
of course, which is under constant review by the Treasury. We have 
a multitude of suggestions by individuals during every year. We 
have a number of suggestions made by the Members of Congress. 
What we have done in the past and what we would propose to do in 
the future is to work very closely with the committees of the Congress 
in developing any kind of a program, to certainly work with the tech- 
nical staffs of the House Ways and Means Committee and the joint 
committee. 

As I said last year, I think when we get to working in this kind of 
an area it deserves the consultation of all of us, without regard to 
party, and requires the best determination of judgment that we can 
make. 

I do not now have any specific proposals that I would lay before 
this committee except to say that during this year we will be work- 
ing very closely and cooperatively with the staffs of the committee 
and if the time should come when it would seem to be appropriate to 
make such proposals they would then be made. 

Mr. Cannon. In response to the request of the President, you have 
given this question some thought and some study ? 

Secretary AnprRSON. Yes; we give study to it constantly. 

Mr. Cannon. Do you expect to be able to submit anything on the 
subject to the Congress in this session ? 

Secretary ANpbERSON. No, sir. 

Mr. Cannon. In the next session ? 

Secretary Anperson. Mr. Chairman, I don’t think that I have the 
capacity to look that far ahead and to say precisely whether we will 
or we will not. I find it very difficult indeed to make judgments on, 
for example, estimates of revenue 18 months in advance. I would 
be very much more comforted if I could make them within a range 
of a good many billions of dollars instead of trying to be precise, 
which I have to do for budgetary purposes. I think what I recall 
the President said is he hoped within the foreseeable future the pro- 
gram might be done. I think this depends on a number of factors. 
I think it depends on how well we maintain our progress. I think 
it depends on whether this is growth in terms of wages, services, and 
take-home pay or whether it is a growth merely reflected as an in- 
crease in price as a result of inflation. I think it depends on the kind 
of actions that the Congress and the Executive take with reference 
to our program of expenditures. I would not expect it to come in 
this fiscal year. I would not be able to say more definitely when I 
thought it might come. 

Mr. Cannon. But your distinguished predecessor, Mr. Secretary 
Humphrey, in making a similar statement before this committee indi- 
ated that it was useless to attempt to negotiate tax readjustments 
when the trend of spending was up; that it was necessary, if under- 
taken with any hope of success, to wait until the trend of spending 
was down. The President rather seemed to corroborate that statement 
when he said in his recent message that the prospects would be bright- 
ened—I remember he used the word “brightened”—the prospects 
would be brightened if we were able to balance the budget this year. 
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Mr. Humphrey, you will recall, also made the statement that ever- 
increasing budgets would “curl the hair” of a good many people but 
he laid down as a basic premise: That you should not reduce taxes 
until the trend of spending was down. 

Do you concur in that ? 

Secretary Anperson. Mr. Chairman, let me say first that I believe 
very strongly that during per iods of high production and high in- 
come, such as the period we are going through now, when we have set 
new records for personal income, seeing sharp rises in corporate prof- 
its, when the gross national product is higher than it has ever been, 
that a country ought to live within its means. It ought to pay for 
what it does. I would not believe that we ought to undertake tax 
reduction until we were reasonably assured in periods ahead that we 
not only would be able to let our revenues equal our expenditures, 
but where we had the reasonable belief that we could begin on a period 
of reducing, however much it might be, our Federal debt. 

Now this depends, I think, on two things: It depends on the rate of 
spending in our country and it depends in another respect on the rate 
of our receipts, the rate at which we grow. 

. think that what every country must set as a goal for itself is a 
sustainable rate of growth in real terms and a kind of governmental 
responsibility that will allow us to pay for what we require as we 
progress. 

Mr. Cannon. Would you corroborate Secretary Humphrey’s state- 
ment that it is necessary to await a downward trend? 

Secretary Anperson. I think I have corroborated it, sir, except to 
say I think you have to consider both the rate of revenues and the rate 
of e xpenditures, 

Mr. Cannon. Granting that the Secretary’s premise is true, in view 
of the fact that the President has indicated in his state of the Union 
message that future spending will increase rather than decrease, you 
and Secretary Humphrey agree that tax reduction is far in the future! 

Secretary Anperson. Sir, let me point out that the emphasis which 
I would pl: ace on it is whether or not we are able to develop a revenue 
that exceeds our expenditures, certainly to equal it, and to exceed it 
before we attempt tax reduction. It might come about by either de- 
creased expenditures, or it might come about by increase in revenues, 
or it might come about by both. 

Mr. Cannon. The President told us in his message, and to quote the 
President : 

Our economy will continue to grow vigorously. This growth will produce 
additional Federal revenues, but it will not produce them without limit. 


Do you yourself foresee any appreciable limit ? 
Secretary Anprerson. To our growth ? 
Mr. Cannon. Toour revenues. The President said: 


The growth will produce additional Federal revenues, but it will not produce 
them without limit. 

What limit do you foresee ? 

Secretary Anprrson. I don’t know as I could put an arithmetical 
limit. I would simply say if one looks back over, say, 2 years, take 
our gross national product in 1957 of $440 billion; if in 1960 we attain 
a gross national product of something above $470 billion, we will 
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have in those years accomplished a $30 billion increase. This is a rate 
of growth considerably below 5 percent. If, therefore, even with the 
rate of growth which we are foreseeing, you have a 3-year spread of 
this kind, one has to believe that there is some reasonable limit upon 
the rate at which the country can grow and again I emphasize, in 
terms of real goods. 


BASIS OF ESTIMATED BUDGET RECEIPTS FOR 1960 


Mr. Cannon. Mr. Secretary, pursuing this question of income, one 
of the uncertainties of this message and of this budget is how much 
income we can expect from these proposed legislative enactments. I 
wonder if you have a list of the specific enactments which you would 
request of Congress and the associated amounts of revenue which 
would accrue from the enactment of those measures ? 

Secretary Anperson. Mr. Chairman, I think there might be two 
elements of this, if I might interject : one from proposed receipts which 
would come about from increased taxes and the other, receipts which 
would come about from such things as increasing the postal charge 
and that sort of thing. 

In making the estimate of $77.1 billion income, we used a figure of 
approximately $76.5 billion as a projection of income on the current 
tax schedules. The three tax proposals, one on insurance companies, 
which has been operating under what we call stopgap legislation on 
un annus al basis; another which would say that in the applic ation of 
the depletion allowance for clay and cement products that it should 
not be on the finished article, as held by the court but rather upon the 
raw material itself, and in the proposals with reference to levying a 
single tax against cooperatives, which under the 1951 court decision 
are not now taxable—these three we estimate will bring in $250 million. 

The proposals with respect to airways and miscellaneous user 
charges, would bring in $100 million, and the increase in miscellancous 
ree eipts, which are ‘largely payments by agencies of the Government 
tothe Treasury, would bring in$ ¢975 million, for a total of $600 million. 
This $600 million, added to the $76.5 billion, produces the tax 
revenue of $77.1 billion. 

The Director, I think, could speak to the subject of the increase in 
postal rates. 

PROPOSED INCREASE IN POSTAL REVENUES 


Mr. Stans. As I said in my statement, there are two other revenue 
proposals that do not go into receipts of the Government but affect 
the expenditures side as credits. Postal revenues go into the postal 

fund and reduce the net loss of the Post Office Department. The 
proposal is to increase postal revenues $350 million, and that would 
make the Post Office Department sel f- sust aining except for $172 mil- 
lion of public service costs representing the pricing of the items which 
the Congress last year in the Postal Policy Act defined as public 
ervices of the Department. 


PROPOSED INCREASE OF MOTOR FUEL TAX 


The other revenue item which affects the expenditure side of the 
budget indirectly is the proposal to increase the motor fuel tax. 





That money goes into the highway fund, but if we do not have an 
increase in the motor fuel tax or some other source of new revenue 
for the highway fund, the highway fund will be short something 
around $250 million in fiscal 1960, and that presumably would have 
to be met out of general revenues. So there are those two elements of 
increased receipts of the Goveriiment that affect the expenditures side 
of the Government. 


EXTENSION OF WAR TAX RATES 


Mr. Cannon. In that connection how much do you expect to secure 
from the extension of war tax rates ? 

Mr. STANs. Approxim: ately $2 billion. 

Mr. Cannon. This is a departure. In time of war we have always 
levied war taxes, but immediately upon the conclusion of hostilities 
we have generally discontinued war levies. But now, year after year 
since Korea we continue to impose war taxes as if we were in the midst 
of a major international war. How do you account for this rather 
extraordinary situation ? 

Secretary Anperson. I think in the first place we must all remember 
we probably are in a cold war of an order of magnitude that the 
country never has been in before in this kind of time. Fortunately, 
it is not more than this. 

Mr. Cannon. But as has been indicated, our troubles here are these 
increased nondefense expenditures. 

Secretary Anperson. A substantial portion of it is, sir. 

I think one has to remember, also, that if these what we call wartime 
taxes were repealed, in order to avoid deficit financing we simply 
would have to be increasing some other normal kind of tax in order 
to make up the difference. 

I always remember, Mr. Chairman, that way back in 1917 or 1918 
we imposed an inheritance tax in this country to pay for the debts of 
World War I. We said when we got through we would return it to 
the States because of the difference in the way in which States govern 
their properties. But it is still there. But the ones we are talkin 
about here were enacted during the Korean war and have been extend 
each year since 1954. 


NEED FOR SYSTEMATIC REDUCTION OF DEBT 


Mr. Cannon. One of the most onerous features of this budget is 
that it ignores a very serious situation. Over the past 6 years ‘there 
has been a rather steady increase in the national debt, the increase 
in the national debt over the last 6 years being $18.9 billion. Doesn't 
that give you some concern? Don’t you think it is time for us to 
begin to consider how we will meet this rapidly growing problem? 
Should there not be some established systematic and periodic reduction 
in the national debt, or some provision for it? 

Mr. Srans. I would like to say this if I may, Mr. Chairman. I 
share completely your concern about the budget, the level of expendi- 
tures, the increase in the national debt, and all of these other factors 
that we are talking about today. 
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On the other hand, I must tell you, and I think you will be sym- 
pathetic to this point of view, that the preparation of a budget in 
any 1 year is affected by a gr eat many things in previous legislation 
and in circumstances that carry over their impact. 

For example, in the budget for 1960 we had to recognize the fact 
there has been in the last year an increase in the public assistance pro- 
gram. There is nothing the Budget Director or the President can 
do to reduce the level of that program budgetwise except to suggest 
that perhaps the Congress might take another look at the formula 

under which those amounts are paid, and that is suggested in this 
Slant. 

What I am saying, Mr. Chairman, is that budgetary reductions are 
very difficult to ‘accomplish within a 1-year eycle. You can lay the 
groundwork this year for reductions in 1961, and to that extent 

Mr. Cannon. And in this budget are you laying that groundwork ? 

Mr. Stans. Yes, Mr. Chairman. We have 18 rec ommendations in 
this budget for a scrutiny and close examination of programs of the 
Government that could very well either result in putting a greater 
share of responsibility on the States and local communities or 1 result in 
the greater use of private capital instead of Federal money, and other 
means of that type which could have a significant impact on the budget 
for 1961. 

We urge them, Mr. Chairman. There is a lot of those on one page of 
the budget, page M-15 of the budget. 

What I am saying is that a Budget Director looking at the problem 
for just 1 year has his hands tied on mi ny, many items. The Secre- 
tary of the Treasury has referred to the ‘fact that 76 percent of the 
budget is in defense and in veterans and in interest. The other 24 
percent has a large number of other inhibitions—public assistance, 
construction programs already started, the cost of operating the regu- 
latory agencies, and so forth, and they are not factors that generally 
lend themselves very much to any type of budget reduction. I would 
hope that this committee would support the recommendations of the 
President in the budget message to make it possible to look toward 
lower budget levels for some of these programs in future years. 

As to the other items, we have held a pretty tight rein on them. 
We have made a very sincere effort to come up with a budget that 
would provide for existing programs without doing so in any extrava- 
gant way, or without doing so excessively. I should be very much 
interested in the actions of this committee, and I shall certainly be 
very much interested to know where I have been excessive in my 
allowances, if I have been. 

Mr. Cannon. This committee’s conclusions are, of course, not final. 
Also, the carrying out of many of the budget recommendations to 
which you refer depends upon legislation which must originate in 
other committees. 

There was submitted to us sometime back a calculation in which it 
was estimated ~ at if the United States set about to pay off its public 
debt by the year 2100, and that is 142 years ahead of us, if we were 
to pay off the ne aia debt by the year 2100, one payment a year, 
on the basis of 3 percent interest, which I think in view of the recent 
tise in the cost of refunding the national debt is reasonable, that it 
would cost us $1.205.078.709.686.40. That is a fantastic sum. 








INFLATION AND VALUE OF THE DOLLAR 


A committee of this Congress in Berlin after the close of World 
War II found a situation there in which men were carrying their 
money to the bank in baskets, carrying printed bills of astronomic 
figures. Money was worth so little that when they made a deposit 
they had to take a basket to carry it to the bank. 

Unless something is done to stop inflation can you foresee a situ- 
ation, Mr. Secretary, under which here in the United States we would 
begin to print money like that and the buying power would continue 
to decline? What is the present value of the dollar? 

Secretary Anperson. Forty-eight cents, in terms of purchasing 
power, based on what it was in 1939. 

Mr. Cannon. It has declined more than half, then. If it should 
decline the other half can you foresee, unless we take some action on 
the public debt, that such a situation might obtain in this country! 

Mr. Stans. Mr. Chairman, I think all of us are equally concerned 
about the possibility of inflation as you are. There are many factors 
that can cause an inflationary spiral. Deficit spending is one of them. 
Of course, that is one of the reasons why we feel very strongly that 
the budget should be balanced this year. 

If we balance it in 1960, and continue to balance it in subsequent 
years, there is no reason why there should not be an opportunity 
to reduce the debt, and also, perhaps, to reduce taxes. 

I think I can say as a matter of arithmetic, and this is not a pre- 
diction of any kind, the trend of growth in this country is such that 
Y it continues through calendar year 1960, as we expect the economy 


2 tor in 1959, Federal receipts could be up, say, $3 billion. That 
illion could be available for any one of three things—to increase 
oe of the Government, to reduce the debt, or to apply toward 
tax reduction. I say that is not a prediction but just a matter of 
arithmetical calculation. However, I think we have something bet- 
ter to look forward to here if we all work together on this than the 
kind of inflation you are describing. 


FEDERAL CIVILIAN EMPLOYMENT CHANGES 


Mr. Cannon. Mr. Director, last fall you transmitted to the various 
departments of the Government the President’s desire that they 
should cut employment by at least 2 percent below current levels. 
You said at the time it was to help absorb the general pay raise and 
promote efficiency. Were you successful in securing that reduction! 

Mr. Srans. Mr. Chairman, we were reasonably successful, yes, in 
obtaining that objective. Quite a number of the agencies reduced 
their planned payroll 2 percent below the amount for which they 
had appropriations, and in the few cases in which they did not there 
were positive justifications for not doing so. One of the agencies that 
cannot reduce its payroll 2 percent is the Veterans’ Administration. 
because many of their people are doctors, nurses, and so forth. 

The Post Office Department calcul: ated it could reduce its payrolls 
about 1 percent, possibly a bit more. 

On the average, Mr. Chairman, we expect that that operation will 
reduce the payrolls of the Government by something above 114 per 
cent, something above 30,000 people. Those 30,000 ‘people will bea 
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reduction from the number that could have been hired within the 
appropriations that were available to the agencies. 

Mr. Cannon. What reduction did you secure in the Department 
of Agriculture ? 

Mr. Srans. The Department of Agriculture agreed to make a 
9-percent reduction. 

Mr. Cannon. It is rather astouding, Mr. Director, that the Secre- 
tary of Agriculture, who went into office on a platform of retrench- 
ment, and gave every assurance he expected to reduce the number 
of employees and the cost of running his department, found around 
67,000 employees in the Department when he took charge, and today 
has increased that number to 89,000 employees. Not only did he 
fail to carry out his pledge to reduce the number of employees but 
he exceeded the number by this huge increase of some 22,000 
employees. 

Would you say that having effected this 30,000 decrease in the 
various branches of the Government to which you refer, that you 
could make the lower number premanent or would it be necessary 
for you to again increase the number of employees in the Govern- 
ment ? 

Mr. Stans. Mr. Chairman, I think the number could be made per- 
manent if there are no additions of new programs, but if some new 
activity is undertaken by an agency or department of the Government 
it always seems to require more people, and I think one of our prob- 
lems of personnel has been that the increase in personnel is a reflection 
of the increase in the number of the programs undertaken by the Gov- 
ernment and the size of the programs which the Government has un- 
dertaken. If we do not have those increases then we can hold person- 


nel, and I would think possibly take further steps for some gradual, 
slow reductions. 


ACCRUED EXPENDITURE PROPOSITION (H.R. 8002) 









Mr. Cannon. Congress adopted last year, after considerable dis- 
cussion and over the protest of this committee, House bill 8002. As 
adopted it was not the bill which had been presented and on which 
the campaign was made because at the very last minute they struck 
out the entire bill and retained only the number and the caption. 
However, we were assured from some of the statements, that we should 
save some $4 billion a year principally by the adoption of this bill. 
The chairman of the commission valued this one bill at over $3 billion 
in savings. Have you realized all that was expected and anticipated 
and promised as a result of the enactment of this bill ? 

Mr. Srans. I would like to answer that in some detail, Mr. Chair- 
man. 

First of all, the implementation of that bill in this budget is only 
oa very, very small beginning scale. There are only six appropria- 
tions in the entire budget that are on the accrued expenditure basis. 
The legislation came late in the session and that is all really we were 
able mechanically to accommodate, and in many eases the account- 
ing systems of the agencies were not sufficiently advanced to adopt 
the accrued expenditure principle. 

My recollection, and I am sure the chairman’s recollection may be 
etter than mine, is that the $4 billion figure quoted by the Hoover 
Commission related to a considerable number of suggested improve- 
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ments in the accounting and financial procedures area and not only to 
this one. 

I would say, Mr. Chairman, from my own personal experience: 
Accounting is a very valuable tool of management both in business 
and in Government. I don’t believe anyone can put a dollar price tag 
on the value of accounting. Many businesses have gone broke with- 
out good accounting, and many have gone broke that had good ac- 
counting. 

Mr. Cannon. The gentleman is in a position to speak with author- 
ity on that subject because he himself, as I understand, is a profes- 
sional accountant. 

Mr. Srans. That is right, Mr. Chairman. As I say, accounting 
is one tool of management. I think it is a tool that this Government 
ought to have to the fullest in all of its agencies. 

There is an advantage, I think, in this program on a limit on 
accrued expenditures because it can prevent an agency which has 
advance obligational authority from spending it too fast. 

I think it will save money in the long run, but, Mr. Chairman, I 
would not endorse the thought at all that this bill would save $4 
billion or any amount anything like that. I hope that the committee 
will give us the opportunity and give the agencies the opportunity 
over a period of the next few years to make some tests to put into 
practice some instances of this accrued expenditure procedure and see 
how it works. I think there will be definite advantages, but I do 
not think any one of us will be able to put a price tag on the advantages 
that we realize. 

Mr. Cannon. Of course there is a time limit. The act expires 
on April 1, 1962, and if the gentleman expects to make these enor- 
mous savings, savings teh promise of which sold the bill to the Con- 
gress and the country, it would seem that steps should be taken 
immediately. 

Mr. Srans. Mr. Chairman, we will move as fast as we can in the 
next budget with further accrued expenditure limitations, but I re- 
peat again that I don’t believe there will be immense savings as a 
result. I think there will be better management in the Government. 

Mr. Cannon. This committee has had the opportunity to observe 
many ambitious schemes, many plans, many changes in the budget, 
some agreed to and some not agreed to. Always we were assured 
of the savings of vast sums as result of their adoption and invariably 
they wound up by costing us more than they saved. This one is ap- 
parently no exception to the rule. 

At this point I will recognize the gentleman from New York, Mr. 
Taber, and we will adjourn until what hour, Mr. Taber? 

Mr. Taper. If we adjourn now we should perhaps adjourn until 
T2350: 

Mr. Cannon. The committee will stand adjourned until 1:30, at 
which time Mr. Taber will be recognized. 


AFTERNOON SESSION 


Mr. Cannon. The committee will be in order. 

We will resume consideration of the budget with Director Stans 
present. Secretary Anderson is detained for a few minutes and will 
be here presently. 

The gentleman from New York, Mr. Taber. 
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Mr. Taser. Mr. Stans, the whole question as to whether or not we 
could in the immediate days and weeks to come balance a budget is 
going to depend largely upon to what extent we continue at a high 
rate the expenditures under welfare activities and that sort of thing, 
on the basis of what they have been the last 2 years. Is that not 
correct ¢ 

Mr. Srans. That certainly is one of the major factors, Mr. Taber. 

Mr. Taser. And it behooves the Congress to be as realistic as pos- 
sible in meeting the problems that are there presented. 

There is also still remaining in the estimate of expenditures a very 
large sum of agricultural subsidies. Those are up very markedly in 
the last 3 or 4 years. There is a very large sum involved in the ex- 
penditure program for housing. I think that should be called to the 
attention of the proper committees. The expenditures for 1959 are 
estimated at $1,236 million. That is scheduled in this budget to drop 
off to about $386 million in 1960. 


POSTAL RATE INCREASE PROPOSAL 


How much is proposed to be raised by this so-called increase in 
postal rates 

Mr, Srans. $350 million a year. 

Mr. Taper. Is the postal service expected to enlarge in the course 
of the year? I am wondering how the $752 million expenditure 
shown for 1959 could be reduced to $109 million by the collection of 
$350 million additional revenue. 

Mr. Srans. I can reconcile that in approximate dimensions, Mr. 
Taber. First of all, there were rate increases enacted at the last ses- 
sion of the Congress that have been effective for only part of fiscal 
1959. ‘They will be effective, of course, for the full year 1960. Next, 
the Postmaster General has filed a petition with the ICC to raise 
parcel post rates in 1960 by administrative action. Furthermore, in 
1959 there was a fairly substantial amount of money paid for retro- 
active pay of the postal employees that really applied to the year 
1958. 

If all those factors are taken into account, the $752 million figure 
becomes approximately $450 million, for comparative purposes, and 
the $350 million rate increase brings that down to the figure shown 
here of $109 million, net expenditures. 


AVIATION EXPENDITURES 


Mr. Taner. There is a large increase for aviation and space flight. 
What does that involve—new airports? 

Mr. Srans. That involves principally a stepup in the program of 
the new NASA, National Aeronautic and Space Administration. 
That was a new agency last year and the outer space program was 
inhew program. 

There will be a considerable stepup in that in 1960. 

_Also, there is included here in the authority for the Federal Avia- 
tion Agency a proposed aid-to-airport program which would start out 
at$65 million new obligational authority in the first year, and increased 
‘Xpenditures for constructing and operating the airways system. 


35716—59—_—3 





32 
ITEMS OUTSIDE REGULAR APPROPRIATIONS PROCESS 


Mr. Taser. I notice that there is a considerable part of the ex- 
penditures and probable expenditures in 1960 fiscal year that does not 
come through the Appropriations Committee. Have you that figure 
right in front of you? 

Mr. Srans. I don’t have a total. I know some of the items, 

Mr. Taper. I am quoting from Mr. Cannon’s statement yesterday, 
the table on page 775 of the record, that there are $4,164,196 ,000. 
That is about 7 percent of the entire budget, as near as I can figure @. 
Is that about right ? 

Mr. Srans. That is about right. The principal items in 1959 are 
the two authorizations for the international banking activities, the 
World Bank, and the International Monetary Fund, where the addi- 
tional amount that is requested is an increase in amounts already 
authorized by law, and the proposal is that those amounts would be 
increased within the frame of the existing law. 

Those two items are the very major part of the amounts that would 
be authorized without going through the appropriations process, 

Mr. Taser. This particular item that I read was a figure that was 
enacted in the 2d session of the 85th Congress and, as near as I can tell, 
that figure is correct. It would be approximately 7 percent of the 
whole budget. 

Mr. Srans. That is correct, Mr. Taber. That is the right figure. 

Mr. Taner. There were a large number of those items where there 
was a budget request for that sort of activity, practically within $150 
million of the amount that was enacted, although the amount enacted 
was for different purposes to a certain extent. 

For my own part I have felt that unless the Congress is going to 
have control over the appropriations for these items, it was going to 
be practically impossible to have any annual review of their require- 
ments for any setup. Frankly, it seems to me that that sort of thing 
should not be handled other than by appropriation act and an annual 
justification of the requirements ‘of whatever agency is involved. 
Otherwise, it is completely out of control and there is no one anywhere 
- has really anything effective to say about it. 

I do not know whether the Budget would care to express any 
opinion on that situation or not. 

Mr. Srans. Mr. Taber, I think I can say that we in the Budget 
agree in principle with what you have said. I know of a number of 
instances in connection with this current budget in which we resisted 
a feeling on the part of the agencies that it should be done in that 
way. There are still some proposals i in this budget to enact authority 
outside of the appropriations process where by reason of precedent or 
other factors they were considered to be exceptions to the basic rule. 

My own objective is to reduce that number of exceptions to the 
absolute minimum. 

Mr. Taser. I hope that that can be accomplished in the near future 
and the sooner the better for the good of the country. 

I do not believe I have any more questions at this point. 

Mr. Cannon. The gentleman from Texas, Mr. Mahon. 
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BUDGETARY RESERVES AGAINST APPROPRIATIONS 


Mr. Manon. Mr. Director, I have several questions about the budget 
for fiscal year 1959—the curr ent fiscal year. 

To what extent have you, for one reason or another, impounded 
funds appropriated by Congress for fiscal 1959, whether requested in 
the budget or appropriated beyond the budget ? Do you have that 
general ov erall picture in mind ¢ 

Mr. Srans. Yes; we have a process of creating reserves—we don’t 
use the term “impounding’’—we have a process “of cre ating reserves 
of funds appropriated for a number of reasons. One will be in the 
case of construction projects in which the plans are not yet developed. 
Another will be in the case of a program to which the agency is not 
ready to request release of the money and there will be some cases 
in which there will be developments following the time of appro- 
priation that will indicate that the amount appropriated may be 
more than is necessary to fulfill the intent of the Congress. 

We have at the present time a very substantial amount of money 
in reserve but we have no money in reserve that the agencies have re- 
quested a release on. In other words, we are not holding any money 
in reserve which the agencies are ready and prepared to proceed to 
expend. 

Mr. Manon. What has been the maximum amount you have held 
in reserve during fiscal 1959, and what is the present total amount 
so reserved? Round figures will be good enough for the moment. 

Mr. Stans. As of December 31, 1958, we held in reserve under this 
process about $6.5 billion. Half of that is money that is not expected 
by the agency to be usable until the subsequent year. The other half 
of it is money that we are holding in reserve for this. year until it is 
requested by the agencies. 

Of that total, only $69 million is reserved for savings that we have 
worked out with the agencies of amounts appropriated which they 
will not plan to spend. 

Mr. Manon. Will you supply at this point in the record a general 
breakdown of the $6.5 billion to which you made reference? 

Mr. Srans. I will be very happy to. 

(The information follows } 


Status of amounts reserved or otherwise unapportioned in appropriation accounts 
for fiscal year 1959, as of Dec. 31, 1958 





| 
| | Reserves for | 
| | obligations | Reserves for 
Appropriation title | Reserves for | to be in- other con- 
| savings curred in | tingencies 
| | subsequent | 
| years 





EXECUTIVE OFFICE OF THE PRESIDENT 


Executive Mansion and Grounds: E xtraordinary alters ations | 

and rey pairs... 

1¢e of C ivil and Defense Mobilization: 

Salaries and expenses. - - ne eee inmaylWkwa dinaleel , ot 
Emergency supplies and equipment ides ius tac tdicememadan ---------] _ 12,400, 


Off 


Total, Executive Office of the President EX 000 | 19,7 787, 
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Status of amounts reserved or otherwise unapportioned in appropriation accounts 
for fiscal year 1959, as of Dec. 31, 1958—Continued 


Reserves for | 

; | Obligations | Reserves for 
Appropriation title Reserves for | tobein- | other con. 
savings | curredin | 

subsequent | 

years | 


tingencies 


FUNDS APPROPRIATED TO THE PRESIDENT 


Mutual security: 
Technical cooperation, general authorization___- 
United Nations Relief and Works Agency 
Escapee program - eo : 
President’s special authority and contingene y ‘fund 
Military assistance. ae 
Intergovernmental Committee ‘for E urope an “Mier: ition. 
Discharge of investment guaranty liabilities, Mutual | 
Security Act, Export-Import Bank tS et See $53, 111, 428 | 


Total, funds appropriated to the President___-- ; a Saat 53, ‘11, 428 672, 649, 831 


INDEPENDENT OFFICES 


Alaska International Rail and Highway Commission: Salaries | | 
and expenses : eae a pes aE : xi j 16, 000 
American Battle Monuments Commission: Construction of | | | 
memorials and cemeteries. wecithkarsivn : = Scope ie Brees ids 2, 781, 556 
Atomic Energy Commission 
Operating expenses - - - c it = | x 45, 845, 066 
Plant acquisition and construction : [ : ies oats j 163, 794, 000 
Defense production guaranties ae cade a Been $ 
Central Intelligence Agency: C onstruction.....___- kaon ‘ ; | 41, 106, 414 
Farm Credit Administration: 
Agricultural marketing revolving fund__-__-- 50, 428, 229 
Production credit association investment fund- 50, 440, 000 
Federal intermediate credit banks investment fund - --- ; Ss 36, 400, 000 | 
Administrative expenses ___--- Bae eh 1,779 | 
Federal Aviation Agency: 
Research and development pein adnan . Soo Eee : 
Establishment of air navigation facilities __ | : 74, 906, 031 
Construction and development, additional Ws ashington | 
airport 5 A ae 4 2 z Bt Se 2, 131, 627 
Grants-in-aid for airports (contract authorization) ae oe | é 7. 880, 000 
Federa] Coal Mine Safety Board of Review: Salaries and ex- | | 
penses _ _- 
Historical and memorial commissions: 
Hudson-Champlain Celebration Commission- 
Theodore Roosevelt Centennial Commission 
National Aeronautics and Space Administration: 
Construction and equipment. --. ee 45, 319 | , 109, 489 
Construction and equipment, unitary y pk in 102, 000 
Research and development | | 
Nation: 11 Science Foundation: 
Salaries and expenses 
Internation: il Geophysical Year (no-year) ‘ or : 24, 534 
International Geophysical Year __- F 72, 825 
River Basin Study Commission for South Carolina-Georgia- 
Alabama-Florida 2 
River Basin Study Commission for Texas 
Smithsonian Institution: 
Museum of History and Technology . , 781, 797 
Additions to Natural History Building : 140, 000 
U.S. Information Agency: 
Acquisition and construction of radio facilities. ~ 
Informational media guarantee fund ee 
Veterans’ Administration: Construction of hospitals and dom- oe 
|-- 





67, 000, 000 


407, 300 | 


iciliary facilities ___ : 53, 770, 938 


Total, independent offices ; 157,319 | 449, 622, 928 | 


GENERAL SERVICES ADMINISTRATION 


Re: ve perty activiti 
Pest Office, Chicago, Tl... bien’ | 

Hospite i] facilities in District of Columbia z ; 133, 090 
Renovation and improvement of federally owned build- 

ings, outside the District of Columbia 1, 446 
Sites and planning, public buildings cutside the District ; 

of Columbia_- ‘ 283, 000 
U.S. Pest Office and Courthouse, Nome, Alaska 15, 000 ee . 
Sites and expenses, public buildings projects 5 5 3, 420, 473 6, 400, 000 
Payments, public buildings purchase contracts 34, 900 
Construction, Federal Office Bldg. No. 6, Washin 

IP ge Seo ai a Sane : ee 400, 000 















counts 


rves for 
or con- 
encies 








16, 000 


, 781, 556 
), 845, 066 


}, 794, 000 
500, 3% 





2, 000, 000 


40, 000 
40, 000) 
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Appropriation title 














GENERAL SERVICES ADMINISTRATION—continued 


Real property activities—Continued 
Construction, U.S. Court of Claims and Federal Office 
Bidg., District of Columbia 
Construction, U.S. Mission Bldg., New York 
Cost of maintenance, repair, etc., of improvements, public 
buildings 





Construction, publie buildings projects. 
Construction of public buildings_-..............--..-... 
Expenses disposal of surplus real and related personal 
property -- 
Defense materia 











lotal, General Services Administration 





HOUSING 





AND HOME FINANCE AGENCY 





Office of the Administrator: 
Urban planning grants-.-_- 
Public facility loans---.-- 





























Total, Housing and Home Finance Agency - 


DEPARTMENT OF AGRICULTURE 





gricultural Research Service: 
Animal disease laboratory facilities__.. 
Salaries and expenses. -- 
Agricultural conservation program service: Emergency con- 
servation measures i 
Agricultural Marketing 
Commodities Act fund_- 
soil bank programs: Conservation reserve - - 
ommodity Stabilization Service: 
Production Act 
Rural Electrification Administration: Loans_. 
Farmers’ Home Administration: 
Farm tenant-mortgage insurance fund. .-- 
Disaster loans, etc., revolving fund 
Loans... __- 
Forest Service: 
Expenses, brush disposal _--- 
Forest roads and trails ee . 
Commodity Credit Corporation: Administrative expense 
limitation ; 


Service: Perishable Agricultural 


Total, Department of Agriculture 
DEPARTMENT OF COMMERCE 


Coast and Geodetic Survey: 
Salaries and expenses. - - ---- 
Construction and equipmen 

Maritime activities: 
Ship construction . 
Federal ship mortgage insurance fund ..........---.------- 
War risk insurance revolving fund--.---....------------ : 
Vessel operations revolving fund 

Bureau of Public Roads: 

MS ANTONE os kaon vn duus sens tadpcasapeusbbeases 

Woodrow Wilson Memorial Bridge...........----------- 

Public lands highways (liquidation of contract authoriza- 
tion) ‘ 










Access roads (act of Sept. 7, 1950) - -- 
_ Inter-American Highway. ----------- 
National Bureau of Standards: Construction 
Weather Bureau: 

Salaries and expenses... .------ 

Establishment of meteorological facilit 


Total, Department of Commerce. 





Maintenance, ete., Lafayette Bldg., Washington, D.C__-- 


Revolving fund, Defense | 


Status of amounts reserved or otherwise unapportioned in appropriation accounts 
for fiscal year 1959, as of Dec. 31, 1968—Continued 


Reserves for 


obligations 
Reserves for to be in- 
savings curred in 
subsequent 
years 


ricer a sal $40, 000 
es dees os ses 30, 000 

ORO MO No recccicctegas 

TR OO0 ec cccen side 
ss Segara adie | 8, 090, 000 
Sai 44, 906 
eeeeconcesedce loes caaeedooss 
ch eas 91, 845, 097 
667, 231 | 104, 003, 566 








Reserves for 
other con- 
tingencies 


100, 000 





| 263, 081 ictameowe 
| dN UIT so sre iptainnisinnie 
57, 563, 081 ga 





355, 327 


107, 350, 637 





599, 093 
26, 108, 400 
337, 459, 316 


| 1, 775, 363 
-.| 30,000, 000 


503, 648, 136 


962, 880 
600, 000 


10, 000, 000 


(534, 800) 
66, 563, 024 








beciaiainec dette Ls saseitagnite 21, 500 
pladiikeneniin LS acripaeniinithe 370, 000 
Laccsuomnntman tea |....-.------.-| 145,975, 000 
iogenainniad lncscvacnseneual? AG One 
Beale aig aoa 1, 215, 280 
saab heats bivcenssindnnncst » M,S7G618 
posatiake ee 
<itiae : SUED hein nas cncchn 
ee 74,908 | 2, 980, 650 
aeteee RTI Ciiennvinscinns 
Gakaceceeneend TURE incccnessinese 
sabes MEMO biviciadanin ns 
iiiiihanewtibanics houckesnapaaaaal 403, 000 
piopiakibbacs 447, 7 1, 090, 000 
wa------------| 36,335,614 | 166, 425, 391 
= = -_— = 
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Status of amounts reserved or otherwise unapportioned in appropriation accounts 
for fiscal year 1959, as of Dec. 31, 1958—Continued 


Reserves for 
obligations Reserves for 
Appropriation title Reserves for | to be in- other con- 
savings | curred in tingencies 
subsequent 
years 


DEPARTMENT OF DEFENSE—MILITARY FUNCTIONS 


Military personnel: | 
Military personnel, Army ae $33, 000, 000 | 
Military personnel, Marine Corps. - - i 28, 396, 000 |__- 
Reserve personnel, Army 
Reserve personnel, Air Force 
National Guard personnel, Army 

Operation and maintenance: 

Operation and maintenance, Army 
Operation and maintenance, Alaska C ommunication Sys- 

tem ied J a ‘ ane 
Contingencies, Department of Defense ate = ‘ a oth oe gas 
Marine Corps troops and facilities. _.- : 2, 402, 405, 694 | 
Navy personnel, general expenses ca seme 710, 688 

Procurement: 

Procurement of equipment and missiles, Army | ans 41,953,000 | 430, 957, 585 
Aircraft and related procurement, Navy 148, 491, 000 6, 500, 000 
Shipbuilding and conversion, Navy 1, 021, 923. 8&4 : 

Procurement of ordnance and ammunition, Navy LENS. = 41, 896, 000 
Aircraft, missiles, and related procurement. Air Force . 572, 638, 874 226 ;, 800, 000 
Procurement other than aircraft and missiles, Air Force_- -.| 7, 820, 000 184, 700, 000 
Construction of ships, Military Sea Transport Service___- aed ecules alee 
Procurement, Marine Corps. -.- 51, 445, 066° 1, 000, 000 

Research deve lopment, test, and evs uluation: | 
Navy , 56, 578, 000 |.......--<.<. 
Air Force___-- 5 58,000 | 5, 000, 000 

Militery construction: | 
Military construction, Army : 5S ee : ....--| 65, 309,546 
Military construction, Navy | : A 29, 543, 472 
Military construction, Air Force._.__- ees : 170, 480, 667 
Military construction, Army Reserve ei | 6, 250, | 342, 415 
Military construction, Naval Reserve 4, 398, 698 
Construction, Alaska ‘Communication System 599, 410 

Revolving and management funds 
Defense housing, Army : 750, Cac 5565, 654 
Defense housing, N: ri y ee 50, ae 360, 212 
Laundry service, Naval Acade my ; ae céqutee nnn 
Army stock fund i _.-| 288, 792, 142 
Navy stock fund_-_-__- am eat 3, 030, 295 
Marine Corps stock fund | | 14, 076, 706 
Air Force stock fund__-- ; 8 | 147, 392, 230 
Defense production gu: irantee: Ss, Army. 2 hse ee 2 272, 430 


— 





Total, Department of Defense—! 


DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 


Corps of Engineers: 

Construction, general _- 

U.S. Section, St. Law rence River Joint Board of Eng i. | 

neers ee - -s | 

U.S. Soldiers’ Home: Capital outlay_- : ae 340, 000 
Canal Zone Government: Capital outl oo. | 678, 200 
Panama Canal Company: Panama Canal bridge_. P= Patras 13, 555, 000 
Air Force: Wildlife conservation, Eglin Field Reservation... 


Total, Department of Defense—Civil functions. --.-.--- 50, | 22, 104, 200 | 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Food and Drug Administration: Salaries and expenses, certi- | 
fication, inspection, and other services- - -- eval 449, 349 | 
Gallaudet College: Construction__-- ; nae eee “s = ancat 
Howard University: | | 
Plans and specifications___-- os ata are Sel kee oe 
Plans and specifications (no-year)_.--_--.-_-- ERSTE ; 3, 065 | 
Construction of buil lings sk homie | } | es est it 
Construction of men’s dormitory.....--.-.--- ae f 800 cies ed 
Public Health Service | | . 
General office building 951, 235 
Construction of animal quarters 153, 890 

Cc Yonstruc tion of dental research building | 479, 000 | oon nencan-oee* 

1, 526, 048 
Construction of Siataaion | standards t yuilding- -- 100, 643 
Construction of Indian health facilities (no-year) 3, 128, 890 
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ecounts Status of amounts reserved or otherwise unapportioned in appropriation accounts 
for fiscal year 1959, as of Dec. 31, 1958—Continued 
Reserves for 
= obligations | Reserves for 
rves for Appropriation title Reserves for | _ to be in- other con- 
or Con savings curred in tingencies 
sencles subsequent 
years 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE—Con. 
Public Health Service—Continued 
oR any Construction of Indian ieaith: Geollities (IQIGOO) oii cc cwicsals canscncccccccksmcseneeusacen $1, 875, 800 
— Construction of Indian health facilities (1959-60) ......-...|-...---------- $1, 509, 200 974, 775 
a5A OO Neurology and blindness activities... .......--....-----.--]--------------]-------------- 881, 000 
400° 000 Allergy and infectious disease activities_............-.----]-----.--------|-------------- 286, 000 
931 000 Arthritis and metabolic disease activities........--...-..-.|--------------]----------s-06 57, 000 
veees Buildings and facilities, Cincinnati, Ohio........-......-- OG Ri Lc ccusemancentceeesdearaaie 
TOE TIRRIGR DONNY LO aos oo wan cbarannnceddesmacnecce 2, 000 
tate PURINE TRONS ROMMIUO incon nc cncice wchannadaseaieincnarivs 928, 000 
41.000 Construction of research TROGIR sn osc ccidenecndintecauset RAD Récciecctomaueek ~--------- 
+ 000,000 BAO CAL TIGAICT QOLIVIENOS . on nonce we de nannsnensccerauqears=s 3, 161, 000 
Pe National Cancer Institute - -.- 2, 407, 000 
General research and services, NIH | | 1, 284, 000 
Equipment, Communicable Disease Center... ............|-.---cc---ee-| | 522,000 |...-.........2 
) ORT BRS ., Construction of library facilities. .....-------------------- 719, 033 6, 230, 967 
5” EO (XN) 8t. Elizabeths Hospital: ict 
bis Construction and equipment of treatment building--.-._-_.- BU OF Govccnncncccehgaaaeeasces 
Major repairs and preservation of buildings and grounds. SOUS  Teinviacawcnsnlieindee 
A 800, 000 - Penistrtiction, COntinned GrOREIENS DUI + 06.6 cacncccinlessscccsnedwdnlevaenedebubows 125, 000 
47 700. 00 Social Security Administration: Construction (limitation), 
9 Bureau of Old-Age and Survivors Insurance -_--.-...-----.--. su sais tei gh onli id eka oan ada (5, 848, 461) 
1, 000, 000 Total, Department of Health, Education, and Welfare. --| 7 5 3,681,647 | 24,744, 715 
i= = = SSeS 
5 000.000, DEPARTMENT OF THE INTERIOR 
5 209, Bs Southwestern Power Administration: CE TNE oo és kant cccdisaddananslounecaseetous 1, 000, 000 
9 543.472 Bureau of Indian Affairs: 
0. 480, 667 Construction a ane aed ate noel ke aingaes we aenieae eaten alate ake wieiaet aa aacak aie 6, 651, 000 
"949 4I5 Road construction and maintenance. eee a are di a a ae 32, 000, is 5552s 
4 28 608 Payment to Menominee Tribe of Indians-..........-.-.--- TOO A ciniccnncviadecd thnlbsacasnd 
"599, 410 Bureau of Reclamation: 
ae Loan program. ts mae ca a a a i te ee 419, 318 
BEB 54 Operation and maintenance _..__- aslasestncncncantinsoven elcome aie adnan DR iP | Ricandstb komen 
aA 219 Operation and maintenance ‘and re place ment of project. 
or OER, INOEGI Ee IBkte DNNOG. oc ccccea dc ousueaeasdabenesanalascaecsoumeuael BA Fe) Peudtadadicowene 
Continuing fund for emergency expe nses, “Fort Peck | | 
f project is sa ate i a te td A ea a tae ea 500, 000 
4.07 6. 708 General investigations I a ae 22, 607 Sigua onacie 
7 399. 230 Construction and rehabilitation. __- ; i ag 139, 572 500, 000 
2 972. 430 Geological Survey: Payments from proceeds, “sale of water, | 
ae — : Leasing Act.. retells tine oraoala sie liaosanerakeaes SE ID ta titasnccscns 
9 ureau of Mines: 
30, 204, 462 Drainage of anthracite mines....................-....- hake dita ani aE 
= Construction ae eee atk Ce Sethe Ss eee ed STRATE jn catbncnn 
National Park Service 
Educational expenses, children of employees, Yellowstone 
National P a a ea, -| aides sitet tieiindicntal uietinaeneanes 4, 652 
ees Construction (liquidation of contré ict authorization)......|...-.-.-------| 34, 000, DONS 2oocc-2 
_ Construction Sree MUS Bhs cal ee oes ig is tae 30, 268 3, 500, 000 
oot Fish and Wildlife Service 
eee Bureau of Sport Fisheries and Wildlife: 
a Migratory bird conservation account (receipt limita- 
tion) _. E : 2, 003, 549 | ....--- Ls 
Federal aid in fish restoration and management 
(receipt limitation . 276, 837 - 
Federal aid in wildlife restoration =e 5 379, 169 dail 
Bureau of Commercial Fisheries | 
Administration of Pribilof Islands (receipt limitation 5 | GE, Bae B.saccdeces Pe 
Promote and develop fishery products and research 
as : pertaining to American fisheries... SE EE Kswccnwananeaes 
~ 20, 097 Office of Territories: 
Loans to private trading enterprises, Trust Territory of 
9, 000 the Pacific 302, 258 
3, 203 Virgin Islands public works | 281, 945 j 
651, 117 Administration of territories 21, 460 
chal Total, Department of the Interior 506,945 | 74,716, 541 12, 898, 688 
951, 285 : 
153, 890 DEPARTMENT OF JUSTICI 
"7, 5%, “048 Legal activities and general administration: Claims of persons | 
100, 643 of Japanese ancestry , 37, 000 
3, 123, 80 Pederal Prison System: Buildings and facilities- 100, 000 





Total, Department of Justice... p 100, 000 37, 000 
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Status of amounts reserved or otherwise unapportioned in appropriation accounts 
for fiscal year 1969, as of Dec. 31, 1968—Continued 


| Reserves for 
obligations | Reserves for 
Appropriation title Reserves for to be in- other con- 
savings curred in tingencies 
subsequent 
years 


Bureau of Employment Security: 
Grants to States for unemployment compensation and 
employment service administration. -................---]-------------- $24, 200, 000 
Temporary unemployment compensation..............---]~---..-.----<+].-- 2. cen ee -| 215, 354, 514 


| 
DEPARTMENT OF LAROR | 
| 


NE SPI A NE ici mrrecanindestlabeciben acute SS a aise 239, 554, 514 





DEPARTMENT OF STATE 


Administration of foreign affairs: Extension and remodeling, 
State Department Building a 
International organizations and conferences: Missions to in- 
ternational organizations. sca sca S 
International commissions: 
Restoration of salmon runs, Fraser River system, Inter- 
national Pacific Salmon Fisheries Commission 
Passamaquoddy tidal power survey-..-_- 
Educational exchange: 
International educational exchange activities 
Educational fund, interest payments by Government of | 
India_-- 
Educational exchange fund, pay ments by Finland, W orld 
War I debt- : 


TREASURY DEPARTMENT 


Office of the Secretary: 
Emergency fund, Panama Canal Company 
Expenses of administration of settlement of War Claims 
Act of 1928___- Pees 
Federal control of transport ation s sy stem 
Bureau of the Mint: 
Silver profit fund z 
Minor coinage profits. .....--.-- : 


Total, Treasury Department padi 6, 10, 400, 000 


Grand total ; _.| $69, 893, 147 “8, 261, 503, 600 3, 172, 116, 267 
| 





Mr. Manon. What portion of those reserved funds are against 
Department of Defense funds ? 

Mr. Srans. I am sorry, Congressman, I don’t have that total sep- 
arately. I will insert it in the record. I will say at the moment thatit 
is a substantial portion—probably half of the total. 

(The following was supplied later :) 


Total amounts reserved as of December 31, 1958 for the Department of Defense 
and identified in the above list are: 


PMIRII TION ee ee oe eee deo kediw $3,650,355,990 
Civil functions 22'171,825 


Total 8,672,527,815 


Mr. Manon. Will you place in the record a list of these savings 
which you have been able to work out for one reason or another to 
which you have made reference ? 

Mr. Stans. Yes, sir; I will. 

(The material referred to is as follows:) 


The above list of amounts reserved or otherwise unapportioned separately 
identifies reserves for savings totaling $69,893,147. 
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Mr. Manon. That was $69 million, approximately ? 

Mr. Srans. $69 million. 

Mr. ‘Manon. Congress appropriated $638 million more than re- 
quested 1 in the budget ; for the Polaris submarine program, as you know. 

Mr. STANS Yes, sir. 

Mr. Manon. It provided $90 million more than requested in the 
budget for the so-called Minuteman, the solid propellant missile, in 
which all of us, of course, are very much ‘eitinveedath 

We were told by the Navy with respect to the Polaris submarines 
that they were able to go forward with that program if the extra 
funds were granted. 

I note that in recent weeks part of these funds have been released 
for one additional submarine. 

You say that you are not withholding money from agencies which 
has been provided in cases where they have requested the funds to be 
apportioned to them. Are they warned not to request these funds 
that you wish to withhold, or what is the situation? 

Mr. Srans. The situation is just this, Congressman: The money 
voted by Congress last year in excess of the budget IS no-year money 
and was so treated by the Secretary of Defense. The reserv ing of that 
money was not a unilateral action by the Bureau of the Budget. In 
fact, it was a decision by the Secretary of Defense and the Pr resident, 
based upon their determination that the technology had not advanced 
to the point in which the money could be effectively used. When, 
within the last month, the Secretary of Defense concluded that the 
progress on the program had res iched a point at which a release of 
$309 million was desirable, we released it and if the Secretary of De- 
fense determines that the release of the further amount is desirable 
to advance the program, that will be released. 

Mr. Manion. Did you say earlier that the total funds impounded or 
held in reserve so far is approximately $6.5 billion ? 

Mr. Stans. The total amount of money held in reserve at December 
31 was approximately $6.5 billion altogether. 

Mr. Manion. Of those funds, I assume the greatest portion would 
represent funds which had a requested in the budget by the 
President ? 

Mr. Srans. Yes; of course, by far the greater portion would be 
original budget requests. There may have been some congressional 
add- ons, of course. 

Mr. Manon. It makes a difficult problem for Congress when the 
Executive requests funds on the basis that such funds are very much 
needed and then the Executive does not use these funds within the 
time period anticipated for the programs which have been presented 
toC ongress. 

Let me take, for example, fiscal year 1958. In fiscal year 1958 there 

was quite a he assle about the budget, as you know. It was the year 
of the so-called Battle of the Budget. The then Director and the then 
Secretary were before the committee, and we undertook to elicit from 
them ways and means of reducing the budget. They insisted that 
all this money was needed, and Congress appropriated a very large 
portion of the money 1 requested, but after C ongress had appropriated 
the funds upon the urging of the Director of the Budget and the 
President, the rug, so to speak, was pulled out from under Congress 
and some of the funds provided were not utilized. 
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There were many cutbacks just before the sputnik of October 1957, 
as you well know. 

Do you regard this as good practice / 

Mr. Srans. I am glad you are asking this line of questions, because 
I think it is an area that needs some clarifying. I think it is an area 
in which the Bureau of the Budget has been the recipient of a great 
deal of unfair criticism. 

There are two different situations that ought to be differentiated, 
The one at the present time, when I said we are holding $6.5 billion 
in reserve, and the situation of a year and a half ago. 

At that time, of course, I was not the Director of the Budget. 

Mr. Manon. That is right. 

Mr. Srans. But my understanding is at that time the expenditures 
of the Federal Government were running at a rate which would have 
resulted in exceeding the debt limit imposed by the Congress. 

Mr. Manon. But at that time no request was made of Congress to 
increase the debt limit, as you know, at the time the funds were 
requested for appropriation. 

Mr. Stans. You will have to permit me to beg off, because I was 
not around at the time to know what the circumstances were. 

Mr. Manon. I wanted that in the record. 

Mr. Srans. In any event, the process of slowing up the rate of ex- 
penditure at that time was, to the best of my ‘knowledge, one of 
holding within the debt limit and when Congress returned and the 
debt limit was increased the money was released. At the present time, 
as I said, we are not withholding any money that any of the agencies 
have requested. 

I would like to give you one or two illustrations of the kind of money 
that is in reserve so there will be a clear understanding of why it is 
there. 

There was in reserve on December 31 for the Atomic Energy Com- 
mission plant acquisition and construction an amount of $163 million. 
In all of these construction projects there is a series of events, begin- 
ning with the planning and the acquisition of the site and the design 
before construction takes place. This is money to construct. projects 
on which the Atomic Energy Commission has not yet completed its 
planning and acquisition and design. 

Mr. THomas. They never have. 

Mr. Srans. When they ask us for the money, it will be released. 
The same thing is true in military construction programs. 

Mr. Manon. Are you giving typical examples or exceptions ? 

Mr. Stans. | believe I am giving typical examples. What I am 
saying is that in no case where the agency is ready to proceed with 
the program are we holding up any of that agenc y’s money. 

Mr. Manon. In other words, you differentiate the present situation 
from that in the fiscal year 1958 when the agencies were ready to use 
the money—money provided by Congress upon the request of the 
Executive, but it was not all released. You differentiate that from 
the present situation ? 

Mr. Stans. Ido. While I was not there then my understanding 1s 
~ at the concern was one of overrunning the debt limits imposed by 

aw. 
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Mr. Manon. That is in hindsight a good explanation, perhaps, but 
it was not given to Congress at the time, I believe, and there was no 
request. of the C ongress ‘that the debt limit be increased. Of course, 
it would seem that if the money could not be spent without an in- 
crease of the debt limit the money would not have been requested or 
else there would have been an additional request to increase the debt 
limit. However, we will not go back too much to history. 

Mr. Srans. As you said, I am not in a position to debate all of thos 
circumstances. I am unfamiliar with that. 


PROSPECTIVE RESERVES AGAINST 1960 FUNDS 


Mr. Manon, If the Congress provides the funds requested in this 
budget, do you think the funds will be made available for the pro- 
grams just ified to C ongress in defense of the budget ? 

Mr. Srans. I would expect in the ordinary course, unless there 
were unusual circumstances, they would be made available insofar 
as the Bureau of the Budget is concerned. The rate at which the 
agencies could spend them would be another matter, and I would 
certainly say that the Bureau of the Budget would undertake to ful- 
fill its responsibility to see that where there was a change in circum- 
stances of some kind or other that the money was not spent where it 
need not be spent. 

Mr. Manon. What would be an unusual circumstance which would 
precipitate the withholding of funds provided for objects declared 
necessary by the Budget and by the witnesses of the Department in 
testimony before the committees of the Congress? 

Mr. Srans. I think the kind of situation that might exist would 
be in the case of a regulatory agency where we had estimated certain 
workloads of ¢ ases, and by change in law or otherwise that workload 
of cases reduced 25 percent. Or let us take one with which I am a 
bit more familiar, the Post Office Department, since I was an official 
there for 2 years. 

Suppose the conditions in the country are such that the volume of 
mail reduces 5 percent within a given ye Certainly I would think 
it is the responsibility of the Bureau of i Budget to see that the 
Post Office Department does not spend all the money that has been 
appropriated to it regardless of the volume that it has to handle. 
That is the kind of thing I am talking about when I speak of reserves 
for saving. 

Mr. Marron. Mr. Director, it seems to me all to often the case that 
Congress is requested to appropriate funds before the agencies know 
how much they want or Just what the programs are and what the 
projects may be in the final analysis. These presentations are made 
tous as being very important, but we appropriate the money and later 
learn many ‘of these things are to some extent in a formative stage 
and nobody knows for sure what the details are and what the ex xact 
requirements are. Do you get my point? 

Mr. Srans. I get your point, but I am not aware of any cases of 
that type because our own review of the budgets of the agencies is a 
pretty thorough one. If a program is not fully evolved we do not 
include it in the budget. Some may escape us. If so that is regret- 
table, but I don’t know of any circumstances of the type you desc Tibe. 
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Mr. Manon. You think there is room for considerable improvement 
in a better screening of projects and programs before they are pre- 
sented to Congress for funding? 

Mr. Stans. I think, Congressman, there is always room for improve- 
ment in everything we do. Speaking now for the other 424 people in 
the Bureau of the Budget than myself, I think a very thorough, careful 
screening job is now done; I res lly do. 

Mr. Manon. It is anticipated, then, that generally if we provide the 
$76.8 billion new obligating authority requested that these funds will 
be made available to the agencies for the purposes for which they have 
been requested ? 

Mr. Stans. Except, sir, in unusual circumstances, they will be made 
available. I have no intention to withhold any of the money that the 
Congress has appropriated so long as the original purpose still remains 
and so long as Congress has not imposed other limits on us which pre- 
vent us from spending it, such, again, as the debt ceiling. 


1959 DEFENSE RESERVES APPLIED TO 1960 BUDGET 


Mr. Manon. I wish you would insert in the record, if you do not 
immediately have it in your mind, the amount of money which you are 
impounding or holding in reserve against 1959 fiscal ‘Department of 
Defense funds and applying that to the programs presented in the 
1960 budget. 

Mr. Srans. I will insert the figure in the record. 

(The information requested follows :) 

A total of $697 million presently included in reserves for the Department of 
Defense has been applied in developing 1960 requirements for new obligational 
authority. 

Mr. Srans. I can say that whatever procurement money for 1959 
is in reserve now for the Department of Defense will be available in 
1960 or in 1961, whenever the Department of Defense asks for it. 


PROPOSED 1959 SUPPLEMENTALS FOR INTERNATIONAL MONETARY FUND 
AND THE WORLD BANK 


Mr. Manon. Of course, unfortunately for all of us, fiscal year 1959 
is a very bad year for the Treasury. It is hopeless from the stand- 
a of making any show other than a very bad show, a situation 

rought about by the recession and other factors. 

If you saddle expenditures on fiscal 1959 which might more orderly 
and properly be put into 1960, you could thereby, while you would 
add to your deficit in 1959, perhaps make it easier to present a 
balanced budget for fiscal 1960. 

I believe you show $1,375 million in the 1960 budget, as a 1959 
expenditure estimate, additional subscription to the “International 
Monetary Fund. What is the urgency of putting that money in fiscal 
1959 instead of fiscal 1960 ? 

Mr. Srans. This is a program under the Secretary of the Treasury, 
and if you do not mind, I will ask the Secretary of the Treasury if he 
will respond to that question. 

Secretary Anprerson. Mr. Mahon, when we had the last meeting of 
the International Bank and Monetary Fund in New Delhi, “the 
U.S. Government sponsored a resolution asking that the executive 
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directors vf the Bank and Fund immediately consider the kinds of 
additions to these two institutions that were needed. One of the 
reasons there needed to be some increase in the institutions was, of 
course, the extent to which trade has grown since they were origi- 
nally constituted under the Bretton Woods Agreement. Particularly 
is this true of the International Monetary Fund, because in some 
instances the trade of various countries has multiplied several times 
in the interval between 1947 and now. 

From the standpoint of the World Bank, the rate of lending at 
the Bank has gone up so high that those people who had been invest- 
ing in their securities are coming around to inquire, “What are you 
going to do about extending the resources of the Bank,” because in- 
vestors do not buy the securities just up to the moment in which re- 
sources are fully exhausted. They buy and plans have to be made when 
there are still some additional reserves on hand. 

Because of the different way in which legislative bodies meet in the 
68 nations which belong to these institutions, we asked them to con- 
sider this matter on a basis of urgency. ‘The executive directors met 
in November and December and have now made their proposals to 
the 68 governments. They propose a doubling in the size of the re- 
sources of the World Bank. This does not have a budgetary impact 
on the United States, although the amount involved is about $3,- 
175,000,000. 

What we will do in that instance is to simply ask for an amendment 
to the act which provided for the Breton Woods agreement and under 
which, as bonds of the World Bank are sold, the guarantees of the 
various member countries will be extended by doubling their quotas. 

In the Monetary Fund we faced a different problem, one being that 
certain of the countries wanted to increase their proportionate share 
of the capital subscription. The borrowing countries wanted to in- 
crease their proportionate share because by so doing they would have 
a greater borrowing authority and therefore have more reserves to 
put behind their currency requirements, or to meet their imbalance 
of payments on a seasonal basis. 

We suggested that we would very much like to see the German quota 
and the Canadian quota increased because while they were not borrow- 
ing countries they were countries which had strong liquid reserves, 
very strong reserve positions, and therefore we felt were better able 
toassist other nations in this furnishing of stabilization and develop- 
hent capital. 

The voting of these various countries is now going on, and in the 
passing of the resolution one of the provisions provided that “since 
itisin the interest of the Fund and its members that the contemplated 
increases in its resources be expedited, members are invited to comply 
a soon as possible with the procedures for notice and payments to the 
Fund under this resolution.” 

it was our feeling that having taken a position of leadership in this 
respect, and having urged other countries to comply, that we should 
come to our legislative body early this year and ask both for a con- 
‘ideration of the proposed increases and for the money to make our 
payments, 

In order to make the payment to the International Monetary Fund, 
re will be budgetary items; 25 percent of it is payable in gold. 


th 
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The remainder of it is payable in dollars, but the dollars will be used 
to purchase non-interest-bearing notes which are demand obligations 
on the Treasury and will be drawn down as the resources of the 
Fund create demand. 

I might also, while this is not part of your question, say that we are 
now meeting—as I explained to your chairman one of the reasons 
I was late today was because of a meeting of a group of Latin Ameri- 
can committees—with a specialized committee to work out the clevelop. 
ment of an Inter-American Banking Association, a financial 
association, and the instruction which was given to the delegates to 
this specialized committee by the heads of state of the 21 Republics 
was to meet and remain in session until they were able to develop 
some kind of a recommendation which would be forthcoming. 


CONTEMPLATED SUPPLEMENTAL FOR INTER-AMERICAN BANKING 
ASSOCIATION 


Mr. Manon. Is there anything in this budget for this Inter-Ameri- 
can proposition for fiscal 1959 or 1960? 

Secretary Anperson. The Inter-American agency we would propose 
to take out of what is now a contingency reserve which will come 
up asa _— mental. 

I would say, of course, Congressman Mahon, that we cannot at this 
juncture say anes isely what the requirements of the Inter-American 
Bank would be because it w ould depend upon the negotiations with 
the other Latin American countries. 

Mr. Manon. It is possible, then, that there will be a request not now 
_ ifically identified in the budget for fiscal 1960 for the Inter-Amer- 

ean Bank? 

Secretary Anperson. I would hope we can take care of it out of 
the present 1959 contingency fund which is in the budget. 

Mr. Manon. Thank you, Mr. Secretary. 


EXPENDITURE REDUCTION—FEDERAL NATIONAL MORTGAGE ASSOCIATION 


There is another item in the budeet having to do with the Federal 
National Mortgage Association. Would you explain, Mr. Director, 
this $335 million reduction in spending 1 in 1960 under FNMA related 
to sales of some of its assets? Has the Association done this sort 
of thing before and when? Will the Government or the Association 
take any loss on this proposition? Is this a matter of economy and 
good business or is it an action in anywise motivated for the purpos 
of making the budget look better ? 

Mr. Stans. I would be h: uppy to explain it, Mr. Congressman. In 
the last session of Congress it voted a program for FNMA to buy @ 
billion dollars worth of mortgages on houses costing $13,500 or less. 
Although that money now has been committed and the agency is now 
beginning to buy the mortgages for which it made the commitments, 
the purchase of those mortgages will extend over fiscal 1959 and 
fiscal 1960 before they are all in. The result is that FNMA has 8 
substantial amount of expenditures to face up to in fiscal 1960. 

In the case of this agency and a couple of others, we planned the 
budget to make the agency pay its own way. In the case of FNMA 
the proposal i is that they will sell 
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Mr. Tuomas. That was not the intent of Congress, though. Go 
ahead. 

Mr. Srans. The proposal is that they will sell $335 million worth 
of mortgages from their inventory, which will not be the same mort- 
gages that they are buying under this program, or will exchange them 
on a basis of market value for U.S. Government bonds. 

The result of it will be that the Government will receive for these 
mortgages in effect its own securities recovering for it 100 cents on 
the dollar. 

Answering the other part of your question, it is not unusual for 
Government agencies to sell assets from their portfolios where the 
market will absorb them. Asa matter of fact, the net result of selling 
from the portfolio is the same as if the securities had been guaranteed 
in the first place and not acquired by the Government. 

FNMA in 1954 sold $560 million worth of mortgages, and over 20 
year's of its program its sales have totaled $1,633 million. 

Mr. Manon. That has been done periodically ? 

Mr. Stans. Periodically with some reference, I suppose, to the fluc- 
tuations in the mortgage market. 

Mr. Manon. The effect of it in this case is not to make any money 
or lose any money for the Government but to make the Government 
look better from a budgetary and fiscal standpoint, is that it ? 

Mr. Srans. I think I can answer you this way: The alternative, sir, 
isas you imply to show a deficit, to go out and finance a deficit by sell- 
ing more bonds or raising taxes. 


EXPENDITURE REDUCTION—EXPORT-IMPORT BANK 


In the case of the Export-Import Bank the proposal is that they sell 
off enough of their present portfolio to finance their operations as well. 
That is $234 million. I consider that sound business practice and 
sound budgeting. 

Mr. Manon. Would you be safe in selling your choice holdings and 
perhaps retaining some that are not so good, or does that enter into 
this picture ? 

Mr. Stans. I think that question of the mortgages that will be sold 
is one that the agency will work out. You might want to question 
them about that when they appear before this subcommittee. 


TAILORING EXPENDITURES TO FIT EXPECTED REVENUES 


Mr. Manon. A final question, Mr. Director. All budgets have to be 
based upon anticipated revenue. I think we all realize the very difficult 
job you have. You have very great problems and I, for one, am very 
sympathetic with you in these problems and in your efforts to save 
money and meet the requirements of this great and growing country. 

Would I be correct in assuming that in the preparation of this budg- 
et, you more or less agreed that your revenues would be approximately 
ata certain figure; that you could not afford to request appropriations 
or fix an expenditure budget above that certain figure ; so you therefore 
had a ceiling, an arbitrary ceiling more or less, on the spending side 
of this budget ? 
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Mr. Srans. I don’t think it works quite that way in budgeting, and 
certs sinly it didn’t work that way this year. 

We started to work on this budget. way back last May when we got 
figures from the agencies as to what they thought their programs 
would cost for this fiscal year. We had meetings with them in June 
and July discussing the level of their ideas and what might be done 
about them in the next budget. We did not give them any ceilings of 
any kind. 

Then among ourselves, the Secretary of the Treasury and I and the 
President, discussed the genera! level of the budget expenditure 
requests. 

Simultaneously, month by month, observations were taken of the 
level of receipts that we might expect to collect. I don’t think there 
was any crystallization of the hope that the budget could be brought 
into balance until late October or early November. By that time our 
review of the requests from the agencies had progressed to the point 
where we could set aside some of the portions of their requests, and by 
that time we had an opportunity to get fixed at approximately what 
the level of revenues would be. 

Actually balancing a budget requires effort from one place or an- 
other. Once the level of revenue was determined, the first concern 
was to see that the military posture received an adequate amount of 
money. The President participated substantially in all of these dis- 
cussions and in the decision in that re spect, 

The remaining discussions on th e budget got down to the question 
of how we might contain the leve of the ex pe nditures in the civilian 
programs without harming the welfare oi the people, without in any 
Way impeding the progres ss of the count: "V. 

At that time, in order to bring this budget into balance, we. made 
the recommen dation that postal rates be inc reased, that the Post Office 
be placed on a se if-sustaining basis, as was the intent of the Congress 
last year, and that we look to some of the assets of the Government 
and liquidate them in order to provide the funds we needed. 

That i is re ally t he chronolos oy and the processes we went through to 
produce { his balanced 1 budge i ¢ 

Mr. Manion. It was not easy to present a balanced budget in view 
of all the facts and circumstances / 

Mr. Srans. I didn’t think it was. 


BASIS FOR DETERMINATIONS ON THE DEFENSE BUDGET FOR 1960 


Mr. Manon. To what extent is the military budget based upon 
budgetary considerations and to what extent does it represent the 
best judgment of our military leaders 

[ think you and I know that if has came to you and asked for 
$50 billion, say, instead of $40 billion ee it would have meshed with 
the statement that it was not realistic in light of all the facts and 
circumstances. 

To what extent was the military budget controlled by purely finan- 


cial considerations and to what extent were the considerations purely 
military, so far as you can say / 


Mr. Srans. I don’t think there was any control of the military 
budget for financial considerations. I would hope that when the 
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Department of Defense is before this committee that you will ask 
the Secretary of Defense those questions, because I think you will get 
an objective answer from him. The process of developing the mili- 
tary budget was one that I am satisfied provides amply for the defense 
of the country. 

Mr. Manon. Budgetary considerations did not outweigh other fac- 
tors in the development of the military budget before us? Is that 
what you are saying ¢ 

Mr:Srans. That is certainly the case. 

Mr. Manton. Thank you. 

Mr. Cannon. Mr. Jensen ? 

Mr. JENSEN. I must say to both the Director and the Secretary that 
I have been pleased with most of the replies which you have given, 
as I am sure most of the members have been. You seem to have a 
wonderful knowledge of the great job which falls upon your shoulders, 
and I congratulate you. 

Mr. Stans. Thank you, sir. 


RESERVES AGAINST APPROPRIATIONS 


Mr. Jensen. The Bureau of the Budget must get some of its author- 
ity through the President to withhold appropriated funds. Is that 
true { 

Mr. Srans. I might say this, and I am not a lawyer ; I think it is 
clear that the appropriation of money by the Congress is not a man- 
date to spend; that the executive branch has the ¢ authority to refrain 
from spending funds appropriated by the Congress if it believes that 
so doing is in the best interest of the country. 

I think that is a power or an authority which requires a great deal 
of discretion, and I have exercised that discretion as Director in the 
manner that I have already described, to reflect savings due to 
changed circumstances, or changes in policy, and to withhold the 
allotment or the apportionment of money that the agencies were not 
ready to spend. 

Mr. Jensen. But is it not a fact that the President of the United 
States requests of the Federal agencies that they withhold any moneys 
that they feel are not necessary to expend? Is that not a fact? 

Mr. Srans. I am not aware that he himself requests it. I think it is 
anormal process of activity that they withhold requesting any money 
that they are not ready to spend. 

Mr. Jensen. I believe it was year before last that the President 
made such a request of every agency of the Government. 

Mr. Srans. I think again you are referring to the situation of the 
time when the expenditures of the Government were threatening the 
debt limit. 

Mr. Jensen, Regardless of what the reason was, the facts are that 
the Executive does have the authority to withhold appropriated 
funds. That is what you are saying ? 

Mr. Srans. I believe they have. 

Mr. Jensen. That being the case, I am wondering why the Presi- 
dent recommended that the Congress give him authority by law to 
veto individual appropriated items. 


85716—59——-4 
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You could veto or withhold appropriated funds for any specific 
item if you felt that that item could not be properly expended, and 
so in effect the agencies of Government already have the authority 
to veto individual items. 

I am just following through on the premise which Mr. Mahon must 
have had in mind when he touched on the subject of reserves and 
developed it. 

The regular budget comes to this committee each year. We are 
divided into a number of subcommittees. We hold hearings and we 
finally finish the hearings and mark up the bills, which means that 
we make recommendations to the Congress as to the amount the com- 
mittee feels should be appropriated for each and every item. The 
bill goes through the House and it goes through the same procedure 
in the Senate, and there is always a ‘difference in figures and possibly 
in language, and we sit in conference with the Senate until we have 
a meeting of the minds, generally speaking, and iron out our dif.- 
ferences. 

Then we learn that several agencies have withheld certain amounts 
of the funds which Congress, after long hearings, decided what 
amounts they could expend. 

I must say in all seriousness that it does not leave a very good taste 
in the mouths of many Members of Congress. After all, a representa- 
tive government such as we have has proven the best in the world, and 
the people generally expect the Congress to appropriate just about 
what is needed. 

Mr. Stans. Would you like me to comment on that ? 

Mr. JENSEN. Yes. 

Mr. Srans. I would like to say this, going back to this matter of 
the reserves: We have a procedure in effect now whereby every quar- 
ter we report to the chairman of this committee all the money that is 
in reserve, so that if there are any questions about any of the items 
we would be most happy to explain to any member of the committee 
the particular status of the item and why it is held in reserve. I think 
that might be most helpful in solving your problem. 

Mr. Jensen. I understand that. Both of you gentlemen are com- 
paratively new on the job so I am not complaining about you. I hope 
that you gentlemen stay on the job a long while. 

Mr. Srans. Thank you. 


FISCAL 1959 SUPPLEMENTAL REQUESTS, 85TH CONGRESS SECOND SESSION 


Mr. Jensen. What is the total amount of the supplemental budget 
request which was made to the Congress after the regular budget was 
sent to the Congress last year? 

Mr. Stans. For fiscal year 1959 ? 

Mr. Jensen. Fiscal year 1959: do you have that figure ? 

Mr. Stans. I donot have it. I can supply it for the record. There 
will be some further supplemental requests for fiscal 1959 arising out 
of pay increases and other things as well. 

Mr. Jensen. The amounts that came before this committee in fiscal 
1959 in the form of supplemental requests amounted to billions of 
dollars. T wish you would insert the figure. 

Mr. Stans. I will put in the figure. My recollection is that it was 
not that high. 
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(The information requested follows :) 


Subsequent to the transmittal of the 1959 budget document, supplemental 
requests for new obligational authority for fiscal 1959 amounted to $9,945 million. 
Of this amount, $8,007 million had been included in the total new obligational 
authority in the budget document. The additional $1,938 million includes $1,081 
million to accelerate work on ballistic missiles, space activities, research, etc., 
by the Department of Defense and the National Aeronautics and Space Adminis- 
tration, $172 million for the Corps of Engineers to accelerate work on public 
works projects to aid in combatting the recession, $167 million for Small Business 
Administration to meet the increased demand for business and disaster loans, 
and $289 million for Atomic Energy Commission, principally to increase the 
civilian power reactor program. 

Mr. JENsEN. It is difficult for members to understand how all of 
those requests could be justified. Many of them came in early and 
even before the committee had time to act on the regular budget 
request. It has been a source of irritation to members of the com- 
mittee, and I hope the huge amounts involved last year will be reduced 
considerably this year, because unless the ‘y are We cannot expect to keep 
a balance in the budget. 

Mr. Srans. You are entirely correct. I share your views. 

Mr. Jensen. There are some supplementals that are justified, no 
doubt. We have on the books, we have had for many, many years, 
an antideficiency law, and it has teeth in it; but a number of years ago, 
quite a number of years ago, they dreamed up a new word for defi- 
ciency, and now very few budget requests come to the Congress as a 
deficiency request. They come up here as supplemental | requests. 
We may have to add the word “supplemental” to that law one of 
these days and see if that will cure this situation at least to some degree. 

I am sure you gentlemen ae the fact that this commit- 
tee has a great responsibility on its shoulders, also. We have to 
account to the people, and, like ok we are public servants. And the 
people are quite critical of the things which I have brought out in the 
last few minutes. I hear from my people about that and it is diffi- 
cult for me to answer intelligently the questions they ask about 
supplementals. 

[ hope we will hold down on that as much as possible. 

Mr. Stans. You will have my fullest cooperation on that. 


CHANGES IN PUBLIC DEBT—SELECTED PERIODS 


Mr. Jensen. Thank you. 

Can you tell us offhand what the national debt was in 1933? 

Mr. Srans. I have it right before me, sir. At June 30, 1933, it was 
$22.5 billion. 

Mr. Jensen. What was it on July 1, 1953? 

Mr. Srans. It was $266 billion. 

_Mr. Jensen. What was the Federal debt 7 years after 1933, peace- 
time ? 

Mr. Srans. June 30, 1940, it was $43 billion. 

Mr. Jensen. So we increased it about $21 billion in those 7 years? 

Mr. Stans. That is correct. 

Mr. Jensen. In peacetime? 

Mr. Stans. Yes, sir. 

Mr. Jensen. We have increased it about $19 billion in the past 7 
years ? 





50 


Mr. Srans. Correct, sir. 

Mr. Jensen. I am not condoning this increase in our Federal debt 
by any stretch of the imagination. Of course, I know we went 
through two wars between 1933 to 1953, and they were costly. We 
raised the debt from 1933 to 1953 to the tune of about $244 billion. 
I am putting these figures on the record since other figures were put 
on the record concerning the past 7 years. I think it is only fair that 
we have acomparison. So much for that. 


FEDERAL CIVILIAN EMPLOYMENT 


By what method have the agencies of Government been able to 
reduce their personnel in the past year? Is it by the attrition method, 
by not filling vacancies, generally speaking ? 

Mr. Srans. Yes: that is the procedure that was involved in the 
request from the President to reduce their personnel by 2 percent, by 
attrition. 

Mr. Jensen. He should have made it 5, or perhaps even 10 percent, 
in my opinion. I always go back to Lindsay Warren. When he took 
over as Comptroller General, and Lindsay was not a member of my 
party, but he was a mightly wonderful patriotic American, when he 
took over that job he had a little over 14,000 people on the payroll, and 
by the attrition method he reduced that personnel to a little over 7,000 
in 5 years. I believe the record will show that he had better adminis- 
tration with 7,000-plus people than he had with 14,000-plus people. 

In fact, if = will look at the record of the agencies of Government, 
the boards, the bureaus, and the commissions and the de partments, I 
think you wil find that those that are not greatly overstaffed are 
doing a better job than those that are far overstaffed. 

I would ask now if the Director of the Bureau of the Budget would 
go through the departments of Government and just see, make a thor- 
ough search, and see how terribly overstaffed many of these agencies 
are, even after the overall number of Federal employees has been 
reduced in the last 6 years. 

Then I would hope that he would transmit that information, which 
T am sure he will ascertain, to the President of the United States. 
Then I hope that the President of the United States, instead of asking 
for a 2-percent reduction in personnel, will ask for at least a 5-percent 
reduction in personnel in fiscal year 1960. That would save something 
like $650 million in 1 year, and that is not hay. 


ADDITIONAL EMPLOYEES IN 1960 BUDGET 


Mr. Taner. Will the gentleman yield for one question ? 

Mr. Jensen. I yield to the gentleman. 

Mr, Taner. I am wondering if the article that appeared in this 
morning’s Post that the budget provided for 43,000 additional per- 
sonnel is correct ? 

Mr. Srans. T will sav that it is a little high, but the budget does 
provide for about 35,000 additional people in 1960 over 1959; in 
other words, an increase approximately equivalent to the dec ‘rease we 
effected by the 2-percent reduction this year. Now, 15,000 of that 
is in the Post Office Department where they are increasing volumes of 
mail all the time and where obviously they need more personnel. 

Mr. Taser. I wonder if you would put into the record a breakdown 
of the increase in personnel by agencies. 
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Mr. Srans. Yes; I will do that. 
(The breakdown follows :) 


1960 budget—Federal civilian employment— Executive branch 





Cabinet departments: 


Commerce. - - - 


1958 | 1959 
actual estimate | 
cal cs a | —_— 
Agriculture.....-..--| 101, 139 | 99, 841 
| 
| 
| 


Defense 
Corps of 
neers, 
Health, Education, 
and Welfare. 


Engi- 


Interior 


Justice 


Labor 


Post Office 


State, excluding In- | 


ternational Coop- 
eration Adminis- | 
tration. 
Treasury 


Total, Cabinet de- 
partments, ex- 


cept Defense 
Military. 
Other agencies 


Atomic Energy 
Commission. 
Mutual security 
International Co- 
operation Admin- 
istration 
Veterans 
tration 
General Services 
Administration 


4 


Adminis- 


Housing and Home 
Finance Agency. 


Office of Civil and 
Defense Mobiliza- 
tion. 

Federal 
Agency. 


Aviation 


National Aero- 
nautics and Space 
_Administration. 

National Science 
Foundation. 

All other agencies 


Total, other agen- 


cies 
Defense—M ilitar y 


Grand total 


Civil: | 


30, 721 33, 301 


o7, 128 | 28, 470 
55,234 | 59, 874 


56, 612 


30, 577 


538, 416 | 


22, 874 


22, 823 | 


77, 467 77, 321 


| | 


946, 259 | 





172,005 | 171,835 


27, 891 28, 477 


10,279 | 11, 555 
1, 656 777 
| 26,003 | 33,734 


7,818 9, 067 


| 404 531 





76, 038 | 


341,576 | 355, 018 
| 
j1, 053, 047 


L 


12, 355, 058 |2, 376, 347 


}1, 067, 223 





58, 288 | 


6, 020 | 


551, 716 


77, 634 | 


| 














re- 


dis- 


and 


and 


wents and sup- 


manage- 


program 


| 1960 | Change, | 
estimate | 1960 over Remarks 
| 1959 
100, 404 | +563 | Largely due to mandatory poultry 
inspection Work. 
| 35,974} +2,673 | Decennial census, augmented 
| search work and aviation weather 
| service. 
29,850 | +1,380 | Expanding workload reflecting large 
| number of new projects authorized 
} in recent years. 
61,353 | +1,479 | Increased medical research in 
eases, etc., and improving ratio of 
| staff to patient load at hospitals 
60,546 | +2,258 | Staffing new fish hatcheries and in- 
| creased Workload in national parks, 
| | | land disposal, Indian care 
| Alaska surveys. 
30, 770 | +193 | Largely custodial-type employees in 
prisons and reactivation of 1 
| institution. 
6, 306 +286 | Largely due to enactment of welfare 
plan disclosure act of 1958 
566, 457 | +14, 741 | Increase in points of delivery and 
mail volume, 
23, 391 | +517 | New posts, added embassies 
| consular workload 
| 
} 77,879 | +558 | Primarily revenue 
porting staff 
| 
992, 930 | + 24, 648 
| 
7,077 | +-121 | Primarily inspection and 
|} ment of more complex programs. 
| 14, 758 +1,306 | Expansion of technical 
| | overseas 


174, 427 


11, 897 
1, 897 


38, 872 


9, 067 


595 


79, 333 


367, 513 





11, 051, 563 


} 


2, 412, 006 


24, 5b0 





+2, 592 


+1,113 


+4 


+1, 699 


+35, 659 | 





To improve quality of care in hos- 
pitals 

Due to management of additional 
space requirements and equipment 
reserves, 

Increased workload (mortgage appli- 
cations and urban renewal projeet 
activity). 

Strengthening field operations and 
expanding new programs. 


Expansion of the Federal airways 
system—operation of new facilities 
and increased workload on existing 
facilities. 


Over threefold grant 
programs, 

Small Business Administration, 
+624; regulatory agencies, +514; 
TVA, +190; U.S. Information 
Agency, +195; Selective Service 
System, +102; and +74 for 37 other 
agencies 


expansion in 


| This decrease sufficient to absorb in- 


crease in civil functions, primarily 
Corps of Engineers. 
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LEASE-PURCHASE CONSTRUCTION PROJECTS 


Mr. Cannon. Mr. Thomas. 

Mr. Tuomas. Mr. Chairman, I want to commend these two gentle- 
men for their very good judgment and calmness and sanity. Of course, 
we do not expect anything different from Secretary Anderson, he 
being a good west Texan. We expect that of him. That is the reason 
he is the No. 1 man in this whole Republican setup. 

I do want to commend Mr. Stans for his calmness and his desire 
to — money. There are a lot of us who have been trying to do it for 
6, 8, or 10 years, but it has not been too popular. 

if my memory serves me correctly, Mr. Director, you are a pretty 
expensive luxury. You have cost the taxpayers $35,300,000 at one 
fell crack in the face of the C ongress’ admonition to you not to do it, 
and in the face of this Appropriations Committee’s request to you not 
to do it. 

I am going to get back in a minute to see if you can explain your 
attitude on congressional intent, but I think what you did shows 
stronger than any words what regard you have for congressional 
intent. What I am getting at is that $35 million is a lot of money. 
Do you think you are worth $35,300,000 of the dollars of the taxpayers! 

Mr. Srans. I will agree that it is a lot of money. 

Mr. Tuomas. You cost us that. Are you going to show us where 
you are going to make up the $35,300,000 that you have cost us! 
Otherwise, we are going to put you down asa pretty expensive luxury. 
T already have you tagged as that, but I do not want to hold you in that 
regard. You are a pretty handsome man, and I want to think a 
little differently of you. 

We had a Lease-Purchase Act that was in effect for 3 long years. 
Of course, you were not in the driver’s seat then as you are now and it 
was not your responsibility because it did not get off the ground for 3 
years. But for 3 years it did not get off the ground and it expired 
on July 22. I remember that date. It is pretty close to a national 
date, July 22, 1957. The administration wanted it renewed and the 
Congress flatfootedly turned it down. You knew it. Everybody else 
knew it. 

Now, I think the law was on your side, but it was not a very clear cut 
expression. It came about on June 30, 1958, by virtue of some $12 
million that had already been appropriated but which you had not seen 
fit to use duri ing those 3 years—and you will have to excuse me when I 
say “you,” it was not you up to that point, you came in later, and you 
are the one that flouted the will of Congress and told this Appropria- 
tions Committee to jump into the lake in so many words. Down mn 
Texas we have a little different way of saying it. 

Now, it was some 6 or 7 months after the law expired when the com- 
mittee asked the General Services Administration not to go ahead and 
use that money to commit building some 25 or 30 buildings under 
lease-purchase, and all authorities estimated that by lease- purchase 
those buildings would cost the taxpayers $35.300,000 more than direct 
appropriations. We got it pretty straight that you took the agency 
by the hand and said, “You go ahead and build those buildings by 
lease-purchase.” TI do not think that you will deny that, will you! 

Mr. Srans. May I have an opportunity to discuss this? 
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Mr. Tuomas. I am asking you now, did you or did you not? 

Mr. Stans. Not in those terms; no. 

Mr. Tuomas. In some other terms, but you told them to go ahead 
and do it. 

Mr. Srans. I think it is quite pertinent that we discuss this. 

Mr. THomas. Well, you came over to my office with one of them and 
you said then that you did not agree with our position, did you not ? 

Mr. Srans. I am quite aware of the fact that there was a difference 
of opinion between us. 

Mr. Tomas. Where do you now get the authority to differ with the 
Congress? Did the Congress set up your job? Did the Congress set 
up the Bureau of the Budget ? 

Mr. Srans. Yes; it did. 

Mr. Tuomas. Point out in the act for my edification just where you 
have the authority to nullify the intent of the Congreess and I will ap- 
preciate it because I have been looking for it. No doubt it is there 
because you have nullified the intent “of C ongress more than once. 
Will you do me the great favor of pointing it out to me so that I can 
get my mind satisfied once and for all that you have the authority ¢ 
Right now I do not think you do. You have just taken it unto your- 
self. I have the act right here in front of me. Will you point out to 
me where the authority is? 

Mr. Stans. Would it not be better if I just explained what hap- 
pened ¢ 

Mr. THomas. You are doing the testifying now and you may just 
answer the questions. If you do not want to answer just say so. 

Mr. Stans. I would like to say so as to give you—— 

Mr. Tuomas. First, did you ‘tell the agencies, whose duty it was to 
handle those buildings, to go ahead regardless of the congressional 
intent and lease-purchase those buildings? Did you or did you not? 

Mr. Canriexp. Is this an execution, or is this an examination ? 

Mr. Roonry. That isa fair question. 

Mr. Canriexp. I think the gentleman is proceeding in an improper 
way. 

Mr. Cannon. The gentleman will proceed. 

Mr. Canrretp. Let us get the information in an orderly way. Mr. 
Thomas is a gentleman and so is the witness. 

Mr. Srans. I would like to start at the beginning. 

Mr. Tuomas. Just start where I asked you the question. All you 
have to do is to answer it. Answer any way you want. Do not fili- 
buster. We are familiar with the word “filibuster” since Mikoyan 
has been here. 

Mr. Srans. You called me up and asked me to stop him from going 
ahead. I went into the situation and called you back—— 

Mr. Tuomas. Stop him: You were the one who stopped him already. 
I will not tell you what he said. You may proceed. 

Mr. Srans. After discussing it with Mr. Floete I called you back 
and said that I would not take the responsibility of stopping him from 
going ahead. 

Mr. Tuomas. You did, though, did you not? It was you who told 


im to go ahead. He did not go ahead on his own. Now, lay it on 
the line to us. 
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Mr. Srans. I told him that I would not give him the authority to 
stop. 

Mr. Trromas. Oh, you would not give him the authority to stop. 
That means do not stop,then. Is that correct ? 

Mr. Srans. It is my recollection—— 

Mr. Tuomas. Isthat correct? You would not give him the author- 
ity to stop, so that means, does it not, do not stop! 

Mr. Srans. I would not tell him to stop; that is right. 

Mr. Tuomas. Is there any difference in our point of view now? I 
say that you ignored the will of the Congress, and after the Congress 
in clear-cut language refused to extend the act and when a little bit 
of a vestige of authority was left, you took advantage of it and 
ignored the will of the Congress. You were told two or three times 
not to do it. 

Mr. Srans. These projects were authorized by the Congress 

Mr. Tuomas. Yes. 

Mr. Srans. Congress did not rescind these projects. They were 
stilla partofthelaw. Am I right? 

Mr. Tuomas. No; you are not right. You have not been since I 
have known you. The contracts had not been signed when you were 
told, or requested, not to enter into them; is that not sof And you 

‘ame back in 2 or 3 weeks’ time and asked everybody to sign them in 
order to get them in under the wire; did you not ? 

Mr. Srans. They were negotiated in the ordinary course— 

Mr. Tomas. What do you mean by the “ordinary course”? 

Mr. Srans. They were signed in the ordinary course under the 
law—— 

Mr. THomas. What do you mean, “ordinary course”? It was ¢ 
12- or 15-hours’ rush act, after you were told not to. 

Mr. Srans. May I have an opportunity to finish my answers, Mr. 
Chairman ? 

Mr. Tuomas. I am asking the questions and I am the chairman now. 

Mr. Stans. Then may I appeal to you to let me finish my answers! 

Mr. THomas. Sure. I am just an old courthouse lawyer so you will 
have to excuse me. 

Mr. Srans. My recollection, Mr. Thomas, is that when Congress 
did not renew the Lease-Purchase Act it still allowed the authorizations 
tostand. The General Services Administration proceeded under those 
authorizations to carry on the projects, all of which had gone through 
the full process of approval 

Mr. THomas. At your insistence, telling them to go ahead. 

Mr. Taser. Why does not the w itness have an opportunity to answer 
the question ! 

Mr. Cannon. The witness will proceed. 

Mr. Tuomas. If you gentlemen are a little tender for him, or if you 
want to testify ee him and come to his rese ue, that is perfectly all 

right with me. I did not bother you a while ago. I am on his side. 
I want to save this money. I just want to know ‘how he explains cost- 
ing the t taxpay ers $35,300,000. I do not think he is worth it. Do you, 
Mr. Taber / 

Mr. Taper. I do not know anything about it. The only thing I 
know is that the gentleman should have an opportunity to tell his 
story. 
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Mr. Srans. The Congress had approved these projects. They had 
been submitted to the committees of Congress specifically in terms of 
price and other detail and had been approved. The General Services 
Administration had the authority to go ahead, and I was not goin 
to tell GSA not to go ahead, because it could equally be constru 
that I was thwarting the will of Congress if I told them not to do 
what they were supposed to do. 

Mr. Tuomas. But you were told not to do so, not once but two or 
three times, in the committee hearings. Do you want me to get the 
hearings and read them out loud to you # 

Anyway, you want to save money. Why did you not want to save 
that $35,300,000 ¢ 

Mr. Stans. I was not present at any committee hearings. All I 
know about this matter is—— 

Mr. Tuomas. The General Services Administration people took you 
the hearings and told you they were getting embarrassed. 

Mr. Evins. Mr. Director, are you familiar with the Comptroller 
General’s report on this matter ? 

Mr. Srans. I know that there was a report. 

Mr. Evins. The report pointed out that under lease-purchase the 
cost would be more than $35,300,000 over appropriations. 

Mr. Tuomas. He knows that. 

Mr. Stans. I am not familiar with those particular details. 

Mr. Tuomas. You testified a while ago that you screened very care- 
fully all of these matters, you and the other 424 people. Now, I am 
very sympathetic with your position. You have a hard job, but I 
think that you take a little more authority than the Congress ever 
intended for you to have, and I am very frank to tell you that. Out- 
side of that, I think you are fine. I am not sure about your saving 
any money. 


DEFICIENCY STATUS OF CIVIL SERVICE RETIREMENT FUND 





Now, I have heard it said by you today—or was it President Eisen- 
hower who said it first—that in this high period of prosperity if we 
cannot pay our way we may be going toruin. Was it you that origi- 
nated that, or did the President ¢ 

Mr. Srans. I think the President said some words to that effect in 
his state of the Union message. 

Mr. Tuomas. Did you not just repeat them a while ago? Will you 
eat them again? You have them written out, and I have, too. 

Mr. Srans [ reading] : 

First, the period covered by this budget is expected to be the most prosperous 

our history. If during such a period—and with tax rates high—the Govern- 

ment does not stay within its income, then the prospect of fiscal responsibility 

becomes remote indeed. 

Mr. Tuomas. And except only in critical emergencies we must meet 
current costs from current revenues. If we cannot live within our 
means during such a time of rising prosperity the hope of fiscal 
integrity will fail. 

Current costs from current revenues—that is good. I am for that. 
Yet the Civil Service Commission retirement fund is now $20 billion 
insolvent—bankrupt to the tune of $20 billion. 


re 
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As well as I can remember back in our old law school days when a 
man’s debts were more than his assets he was bankrupt, and about $15 
billion of that $20 billion arose under your administration. 

Were you Director when the Civil Service Commission asked you 
for about $600 million to go into the fund to sort of make it current 
and did you turn it down, or was that your predecessor ? 

Mr. Stans. I became Director about March 15, 1958. 

Mr. Tuomas. I doubt if you turned it down, but this year they 
asked you for ine million and you turned it down, did you not? 

Mr. Srans. I recommended that the President veto the bill. 

Mr. Tuomas. That was last year. Do you mean that you are going 
to ask that he veto it again this year? 

Mr. Srans. It isnot in the budget this year. 

Mr. Tuomas. The Civil Service Commission by mandate of law has 
to submit an estimate, and that estimate, the interest item, in round 
figures was $670 million in 1960 over and above what the agencies are 
contributing and what the employees are contributing in order to keep 
the fund from going $700 million more into insolvency this year, and 
you turned it down; did you not ? 

Mr. Srans. There is nothing in the budget for a contribution to 
the civil service retirement fund this year beyond the 614 percent 
matching of employee contributions. 

Mr. Tuomas. You know what the law is. Section 17(e), just passed 
in 1956, says: 

The Commission shall submit estimates of the appropriations necessary to 
finance the fund on a normal cost-plus-interest basis and to continue this Act 
in full force and effect. 

They asked you for that $670 million and you did not give them 
a penny, did you? 

Mr. Stans. That is right. 

Mr. Tuomas. Did you mean exactly what you said when you said 
that during this high period of prosperity we ought to pay as we go! 

Mr. Stans. Cert ainly. 

Mr. Tuomas. Why do you not pay as you go? They need $670 
million to pay this year’s expenses of the civil service retirement i 
It is going to have to be paid and it will have to be paid 10, 12, 

15 years from now. Why do you not pay it now if you mean wis 
you said? 

Mr. Srans. Mr. Thomas, the payments to the civil service retire- 
ment fund this year will be almost twice the withdrawals out of the 
fund. 

Mr. THomas. Yes, Mr. Director, we are familiar with that, and you 
are familiar with the ars oe you are now $20 billion insolvent, 
and sooner or later—3, 5, or 10 years from now—you are going to 
have to make it up for whs " you are not putting in there now. Lay 
iton the line. You know that. 

Any high school boy ought to know it. 

Mr. Stans. I am sorry, I will have to disagree with you. 

Mr. THomas. Where are you going to get it? Are you going to get 
the money out of the thin air when it comes due 10 years “from now! 

Mr. Srans. We are going to get it out of contributions to the funds 
through the years, year : after year. 

Mr. Tuomas. How did you get that $20 billion deficit that you 
have now? 








vhen a 
ut $15 


d you 
urrent 


r they 
) 
- going 


aw has 
round 
les are 
o keep 
ir, and 


ion to 
ercent 


passed 


Sary to 
his Act 


» them 


u said 
ve go! 


1 $670 
fund. 
12, or 
| what 


retire- 
of the 


1d you 
»lvent, 
ing to 

Lay 


to get 
now! 


funds 


it you 








57 


Mr. Srans. I do not know for a fact that there is a deficit of $20 
billion. 

Mr. Tuomas. If you do not know it every actuary that has looked 
at it knows it. Do you question their judgment? 

Mr. Srans. Are you arguing a difference in principle with me? I 
say that we do not need to make—— 

Mr. Tuomas. I would not argue with any fine bookkeeper like you. 
That is what you are; is it not? 

Mr. Stans. No, sir. 

Mr. THomas. What are you? 

Mr. Stans. Iam acertified public accountant. 

Mr. Tuomas. What is the difference between a bookkeeper and an 
accountant? Down in my country town we call them bookkeepers. 
When they move to a city we call them accountants. 

Mr. Stans. I do not think the gentleman is interested in my answer 
tothat. What I started to say was I believe that the receipts of this 
fund are far exceeding in each year the disbursements from it. 

Mr. Tomas. Do you think that will happen indefinitely when all 
of the actuaries of government—and you are an actuary ? 

Mr. Stans. No, sir. 

Mr. Tuomas. Then why do you try to put your judgment up against 
every government actuary and every private actuary ¢ You know this 
committee hired one 2 years ago and when we hired him he said the 
deficit was about $17 billion, and now it is $20 billion. You do not 
respect the law and Congress,do you? I just read you the law. 

Mr. Srans. The law does not say that money shall be appropriated ; 
it says the Commission shall] estimate—— 

Mr. Tuomas. Do you expect the Commission and the Congress to 
doa useless act, to make these estimates and submit them to you 1? Itis 
auseless act. You donot have to do it? 

Mr. Stans. The difference of opinion is simply this—that to insist 
on that appropriation is to call into question the credit of the United 
States Government on its obligation to its employees, and so long as 
the fund has a substantial amount in it, and so long as the annual 
income is exceeding the payments, I see no reason to be concerned 
about it. 

Mr. Tuomas. What do you mean by the language that in a time of 
rising prosperity we must meet current costs from current revenues ? 
Here the fund is $20 billion insolvent and you are sweeping it under 
the table. 





FEDERAL NATIONAL MORTGAGE ASSOCIATION SALES OF BONDS 


Now, Mr. Mahon a moment ago was asking you about FNMA. Are 
you not swapping some 4 and 4Yy percent bonds for some 2 and 214 
percent bonds? Do you make a c: aleulation for that difference in that 
interest, or is there any difference in interest ¢ 

Mr. Stans. There is a difference in interest rates. There is also a 
difference in the cost of servicing. 

Mr. 'THomas. Who gets that difference in the interest rate, the 
buyer ? 

Mr. Srans. The owner. 

Mr. Tuomas. And the Government loses it ? 

Mr. Srans. There will bea difference in the interest. 
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Mr. Tomas. Will the Government lose the difference in the two 
rates { 

Mr. Srans. Yes, but it is also relieved from servicing the mortgages; 
is that not a fact ? 

Mr. THomas. Well, yes; but how much actually does the taxpayer 
lose in the deal? You have a Government guaranteed obligation. 
Of course, it does not necessarily mean to me that that obligation is 
ever going to cost the Government anything because most of those 
funds are repaid. I do not know that the FHA has ever cost the 
taxpayers a penny yet. Their outside liability is about $20 billion, 
and I think their cash in bank is about $650 million. After some 20 
or 25 years that has not cost the taxpayers anything, so why give away 
that spread ¢ 

Mr. Srans. Mr. Thomas, we are not giving away any spread be- 
cause the alternative to this exchange is to issue new debts by the 
Federal Government and if the Federal Government issues long- 
term debt equal to the length of these mortgages, as of now it is 
paying at least 4 percent 

Mr. THomas. Most of FNMA’s is 414 and 514. 

Mr. Srans. Yes; and they have to be serviced and United States 
Government bonds do not have to be serviced. 

Mr. Tuomas. That is right; but FNMA does not pay a full point 
and a half for servicing its bonds anyway. 

Mr. Stans. I donot know what it costs to service them. 

Mr. Tuomas. I cannot see the point in you trading those bonds. 
Maybe you and Mr. Anderson have a good reason and if you say that 
you have a good reason I am not going to question you about it. | 
just do not like to see you swap off one bond for another when perhaps 
you are doing it to keep from going into the money market and 
borrowing. 





INTEREST ON THE DEBT 


I notice where you have made some savings here. It looks to me 
like you have made the savings out of the hides of the farmers and 
us working boys. You have not cut down an interest rate. Do not 
tell me you do not have the authority to cut it down since your crowd 
took office. The interest bill in this country when you took office was 
about $6 billion. This year it is a little bit on the plus side of $8 
billion. We have tried to have a little research done on this. I 
understand that there is less than 3,000 or 4,000 banks and trust com- 
panies that get that $2 billion; is that true / 

Mr. Stans. I will have to ask the Secretary of the Treasury that 
question. 

Mr. Tuomas. I hope that is not so because that sounds pretty bad 
to me. 

MILITARY SPENDING 


Are you screening these military expenditures as carefully as you 
intended to say you did a while ago’? By the way, I want to congratu- 
late you on getting Brother Staats back. We have been arguing with 
him for over 15 years. He is a fine Dutchman and we are delighted 
to see him back again. 

Now, what about your military expenditures? I am troubled 
about it. I think for one you can cut that budget $1 billion, or $1.5 
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billion, and never hurt it if you screen it over as carefully as I think 
you can. You seem to have more generals and more admirals who 
have left the departments where the business i is, and gone into busi- 
ness heading up these organizations who are getting all this business. 
I know from personal knowledge of two or three whose business 
judgment is not too good. You might take a look at Ramo-Wooldridge 
out on the Pacific coast, and see if you cannot save a few hundred thou- 
sand there. They have a lot of people who left the departments. I am 
not sure that they got their jobs because of what they know. I think 
perhaps they got them because of whom they knew back in the depart- 
ments. That is where the business comes from. 

Now if a firm wants any business out of a military establishment 
they have to have a retired military man to get that business. Are 
you screening that like you think you are? Did you ever take a look 
at that ? 

Mr. Srans. I think that we have given the Department of Defense 
budget a very close screening and a very thorough one. I think if 
the gentleman has any questions about particulars it would be better 
to address them to the Secretar y of Defense. 

Mr. Tuomas. No, no, no; you are the ezar of all of this business. 
Do not come over here and say, “Run around and see one of my sub- 
ordinates.” You control the purse strings. You have the law of 
apportionment on your side, and regardless of what the Congress 
intends you to do, you do what you think you ought todo. Do not try 
tododge that by saying, “Go over and talk to somebody else.” 


RAMO-WOOLDRIDGE CONTRACTS 


Have you heard of Ramo-Wooldridge? 

Mr. Srans. Yes; I have heard of them. 

Mr. Tuomas. What did you do about them ? 

Mr. Stans. I have not done anything about Ramo- Wooldridge. 

Mr. Tuomas. They are wasting a lot of money out there, layer 
upon layer. 

Mr. Stans. If the Congressman knows, I wish he would tell me 
and I will be glad to takea look at it. 

Mr. Tuomas. I will tell you in my judgment they are wasting a 
lot of money. You should have broken it up 2 or 3 years ago, not 
now. If you had been on the ball you wold have broken it up a 
year anda half ago. 

Mr. Srans. If the gentleman has known about it for 2 years, I 
hope he will tell the Secretar y of Defense about it. 

Mr. Tuomas. I think that he knows, too. I am asking you what 
you have done. We will take the Secretary of Defense later. What 
lave you done? 

Mr. Srans. I have done nothing. 

Mr. Tuomas. That answers the question. So with regard to all of 
this monev saving I have some doubt in my mind about how much 
you are going to save. 

Mr. Chairman, I do not want to occupy all the time. I will pass 
the witness. 

Mr. Cannon. Mr. Andersen. 
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BACKGROUND OF MESSRS. ANDERSON AND STANS 


Mr. Anpersen. Mr. Chairman, I have listened with much interest 
to this discussion, and I am glad to see our top financial men of the 
executive department here with us today. I thmk they are making a 
very good presentation from their viewpoint. 

After listening to Mr. Thomas, I would like to request, if it is agree- 
able with you, that we have a short synopsis of Mr. Stans’ experience 
and previous record prior to going in as Director of the Budget last 
March. I ask that that be placed in the record at this point. 

Mr. Cannon. Without objection a statement will be placed in the 
record at this point. 

(The statement referred to follows :) 


BIOGRAPHY OF Mr. STANS 


Maurice H. Stans took office as Director of the Bureau of the Budget on March 
18, 1958. Prior to his appointment to this post by the President, he had been 
Deputy Director for 6 months. 

Before coming to the Bureau of the Budget in September 1957, Mr. Stans had 
been Deputy Postmaster General for 2 years. During his service in the Post 
Office Department he took a major part in planning and directing the reorganiza- 
tion of the postal service and the modernization of the Department’s management 
structure and operating practices. 

His first experience in the Federal Government was in 1953, when he served 
on a task force which assisted the House Appropriations Committee in reviewing 
the Federal budget for the fiscal year 1954. Subsequently, he was engaged for 
more than a year in a special study of postal fiscal systems and accounting prac 
tices for the Postmaster General. 

He was formerly executive partner in the national accounting firm of Alexan- 
der Grant & Co. He holds the degree of certified public accountant from eight 
States. 

For outstanding professional achievements he received the American Account- 
ing Association annual award in 1952 and the American Institute of Certified 
Public Accountants annual award in 1954. He isa past president of the Ameri- 
can Institute of Certified Public Accountants and a member of the National As- 
sociation of Cost Accountants, the American Accounting Association, and the 
Federal Government Accountants Association. 

He holds an LL.D. degree conferred in 1953 by Illinois Wesleyan University. 
He received his college education at Northwestern and Columbia Universities 
concentrating in business administration. 


Mr. ANDERSEN. I would like to have the same thing done with re- 
gard to the Secretary of the Treasury, Mr. Anderson. 

Mr. Cannon. It is so ordered. 

(The statement referred to follows:) 


BIOGRAPHY OF SECRETARY OF THE TREASURY ROBERT BERNERD ANDERSON 


Robert Bernerd Anderson was nominated to be Secretary of the Treasury by 
President Eisenhower on May 29, 1957. His nomination was confirmed by the 
Senate on June 28, 1957, and he was sworn into office at a ceremony held at the 
White House on July 29, 1957 

Mr. Anderson served in the Department of Defense as Secretary of the Navy 
from February 4, 1953, to May 3, 1954, when he became Deputy Secretary of 
Defense. He held this position until August 4, 1955, when he resigned from the 
Government service. He later become president of Ventures, Ltd., with offices 
in Toronto, Canada, and New York. 

When he was nominated to be Secretary of the Treasury, Mr. Anderson re 
signed his private business connections and also from a number of boards of 
foundations and similar organizations. 

As Secretary of the Treasury, Mr. Anderson is United States Governor of 
the International Bank for Reconstruction and Development and of the Inter- 
national Monetary Fund. He is a member of the Defense Mobilization Board, 
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National Munitions Control Board, Loan Policy Board of the Small Business 
Administration, Foreign-Trade Zones Board, Joint Committee on Reduction of 
Nonessential Federal Expenditures, Board of Directors of the Federal Farm 
Mortgage Corporation, Board of Trustees of the Postal Savings System, Smith- 
sonian Institution, Board of Trustees of the National Gallery of Art, National 
Park Trust Fund Board, the Foreign Service Buildings Commission and a trus- 
tee of the Franklin D. Roosevelt Memorial Library. 

On the interdepartmental level, the Secretary is: (1) Chairman of the National 
Advisory Council on International Monetary and Financial Problems, which 
coordinates the policies and operations of Government agencies which make or 
participate in the making of foreign loans or engage in foreign financial exchange 
or monetary transactions; (2) managing trustee of the Federal Old-Age and 
Survivors Insurance Trust Fund, which manages the fund from which social 
security benefits are paid; and (3) Chairman of the Library of Congress Trust 
Fund Board, which accepts, holds, and administers gifts, bequests, or devises of 
property for the Library. 

Mr. Anderson was born in Burleson, Johnson County, Tex., on June 4, 1910, 
son of Mr. and Mrs. Robert Lee Anderson of Godley, Tex. He attended high 
school in Godley, having moved there in 1917, and attended Weatherford College 
(a unit of Southwestern University) in 1927 and University of Texas in 1928. 
For 1 year thereafter he taught Spanish, history, and mathematics at Burleson 
High School, and in 1929 coached that school’s undefeated football team. 
Entering the University of Texas Law School in the summer of 1929, he was 
graduated with highest honors and received the degree of bachelor of laws in 
1932. 

While still in law school he entered the race for the Texas Legislature, passing 
his courses for graduation after his election to that body. Admitted to the bar 
of Texas in 1982 he began the practice of law in Fort Worth. In 1933, while a 
member of the legislature, he accepted a position as assistant attorney general 
of Texas, and that year also served as adjunct professor of law at Texas Uni- 
versity. He was appointed State tax commissioner in 1934, and as such was 
an ex officio member of the State racing commission and of the State tax board. 

In 1986 he was made chairman and executive director of the Texas Unemploy- 
ment Commission, having written the bill passed by the State legislature, setting 
up the State’s first social security agency. More recently he was a member of 
the Texas Economy Commission; the executive committee of the Texas Research 
Council; chairman of the State board of education; and director and deputy 
chairman of the board of the Federal Reserve Bank of Dallas. He resigned his 
Federal Reserve bank post on January 13, 195: 

In 1937 he became general counsel for the Waggoner estate, made up of exten- 
sive ranching and oil properties of the late W. T. Waggoner. Four years later 
he became general manager of the estate and, as such, operating head of the 
second largest ranch in Texas, stretching over six northwest Texas counties and 
producing and refining oil as well as producing livestock and farm crops on 
thousands of acres. He remained actively in charge of the Waggoner estate 
until 1952. He was vice president of Associated Refineries, Inc., during World 
War II, and was president of the Texas Mid-Continent Oil & Gas Association 
for 4 years. 

Mr. Anderson, who was excluded from military service because of an attack 
of poliomyelitis in his youth, became a civilian aide to the Secretary of the Army 
prior to his appointment early in the Eisenhower administration as Secretary of 
the Navy and later as Deputy Secretary of Defense. 

Mr. Anderson has served as president of the Texas State Board of Education, 
and as a director of the Vernon Times Publishing Co., the Vernon Transit Co., 
Better Business Bureau of Texas, Texas Industrial Conference; American 
Petroleum Institute, Independent Petroleum Association of America; Texas & 
Southwestern Cattle Raisers Association, Southwestern Bell ay ers Co., and 
Northwest Broadcasting Co., Inc. He has been a member of the National Man- 
power Commission and the National Advisory Heart nen 

As a citizen of Vernon, Tex., he has been a community leader, a prominent 
layman of the Methodist Church and associate teacher of. the men’s bible class. 

le is a past president of the Vernon School Board, and has been a member of 
the Vernon, West Texas, and U.S. Chambers of Commerce. He has been active 
in the Masonic lodge, and is a 33d degree Scottish rite Mason and a Knight 
Templar. He is also a member of Royal Order of Constantine, and of 

Maskat Te imple of the Shrine. He is a member of the chapter of Washington 

Cathedral, and of the national exec utive na ird of the Boy Scouts of America. 





He belongs to Phi Delta Phi fraternity, Chancellors, and the Order of Coif; 
and holds memberships in the Dallas Petroleum Club, Dallas Athletic Club, and 
the Cipango, Austin, Amarillo, and Fort Worth Clubs. He is also a member of 
the Greenwich Country Club, Field Club, the Link, and Metropolitan Clubs of 
New York. 

Mr. Anderson has been awarded the degree of doctor of letters from Mid- 
western University, Wichita Falls, Tex., and the honorary degree of doctor of 
laws from McMurry College, Abilene; Texas Christian University, Fort Worth; 
Illinois Wesleyan College, Bloomington, Ill.; Northwestern University, Evanston; 
Hahnemann Medical College, Philadelphia; Baylor University, Waco, Tex.; 
University of Maine, Orono, Maine; and Long Island University, Brooklyn, N.Y. 
He was a member of the board of trustees of McMurry College, and of Texas 
Wesleyan College, Fort Worth. 

He and Miss Ollie May Rawlings were married in April 1935. They have 
two sons, James Richard, 20, and Gerald Lee, 16. The family residence is at 
Deer Park, Greenwich, Conn. 


PROPOSED ITEM VETO 


Mr. Anpprsen. I am going to confine my remarks to just one item 
and that is a thing that disturbs me considerably, a proposal that I 
noticed in the budget message, but one about which you gentlemen are 
entirely silent in your statements here today. That is—the item veto. 

I would like to know who in the administration is continuously try- 
ing to bring to the Congress the idea that the executive department 
should have the right to take away the powers of this great committee 
by suggesting that such powers be given to the executive through the 
adoption of an item vote. Could you enlighten me on that, Mr. 
Anderson? Who is backing this general idea in the administration! 

Secretary Anperson. I do not know that I could isolate any one or 
two individuals. I think most executives for a number of years have 
felt that this would give a better type of fiscal control. 

Mr. AnprerseN. Mr. Anderson, do you believe in it personally ? 

Secretary Anprerson. Yes; I believe that it would be a_ better 
method. 

Mr. ANvDERSEN. In other words, you believe in taking away from this 
Appropriations Committee a considerable portion of its powers and 
practically delegating to the Executive the power of the purse now 
belonging to the Congress by the Constitution? That is what it 
amounts to. I am surprised to hear you say that. Generally speak- 
ing, I have admired your work as Secretar y of the Treasury. 

Secretary Anprerson. No, sir; I would not say any of the powers of 
this committee or the Congress should be taken away. 

Mr. ANprersEN. Oh, certainly; the President has stated that two- 
thirds of the Congress can override his decision, but shall we be put 
into the position where action by this committee can be overruled by 
one vote more than one-third of the Congress of the United States! 
I think the whole suggestion is dangerous. I repeat that you are 
treading on very dangerous ground. As far as I am concerned, as‘ 
member who has been on this committee for 16 years and a Congress 
man for 20 years, I want to say that I am proud of the Congress. 
am proud of this Appropriations Committee. I do not intend to let 
anybody in the executive department, whether it be the President oF 
the Secret: wy of the Treasury or the Director of the Budget, take away 
from the Congress any of the power given to it under the Constitution. 
IT am telling you that flatly right now. 


Mr. Tuomas. That isa good statement. 





item 
hat I 
n are 
veto. 
y try- 
ment 
nittee 
h the 
, Mr. 
tion! 
ne or 
have 


( 
better 


m this 
s and 
e now 
hat it 
speak- 


ers of 


t, two- 
be put 
led by 
tates! 
ou are 
1, as‘ 
\orress- 
288. 


| to let 


lent or 
2 away 
tution. 


63 


Mr. Anprersen. I am taking this time solely for the purpose of in- 
forming you people that if the executive department insists upon any- 
thing like this they will really have a fight in the Congress of the 
United States relative to it. It will be unfortunate, i in my opinion, 
for the people from the executive department who take part in it. 
I understand you even want to go so far as to extend it to authoriza- 
tion bills. I wonder if you gentlemen have thought this thing out? 
I wonder if you have thought out the implications of what you are 
suggest ing o 2 

I have respect for you, Mr. Director of the Budget. We need a 
tough man in your position, and I think we have one. But there are 
some tough men on this particular committee. What the President is 
virtually proposing—and I know very well that it comes down some- 
where from the top financial layer of our Government—is to take away 
from the Congress, and from the people whom the Congress repre- 
sents, the power of the purse, and nobody can convince me to the con- 
trary. And may I remind you, Mr. Director, that your position was 
created by the Congress. I would hate to be put in the position of 
having to go along with a bill that was introduced the other day 
recommending the abolishment of the Bureau of the Budget. 

Thank you, Mr. Chairman. 

Mr. CAnnon. Mr. Norrell. 

Mr. Norreii. Mr. Chairman, I have enjoyed the discussions that 
we have had here. I do not believe L have any questions at this time. 

Mr. Cannon. Mr. Horan. 

Mr. Horan. I am not going to ask any questions. I do think, as my 
colleague from Arkansas has just expressed himself, this has been a 
very valuable day. I want to thank you, Mr. Stans, and the Secretary, 
for coming up here. I do feel we have a lot of work to do ahead of 
usand we will get further if we work together. 

There is one item I would like to mention that scares me, and it has 
todo with wheat. We have a proven strain of wheat out in the State 
of Washington that will produce 130 bushels to the acre on dry land. 
They tell me it is pretty good wheat. You know what hybrid corn 
did to us about 20 years ago. There is a lulu that we are going to have 
tograpple with. That isall. 

Mr. Cannon. Mr. Rooney. 

Mr. Roonry. May I pre ‘face my questions with the statement that 
it has not been many times over the years that I have enjoyed the 
luxury of being in thorough accord with my distinguished’ friend, 
Mr. Andersen, the gentleman from Minnesota. 1 agree with every 
word that he said. 


CONTROL OF USE OF FOREIGN CURRENCIES 


The President in his message made reference to the loss of control 
over foreign currencies. Do you recall that portion of it ? 

Mr. Srans. I recall the portion. I am not sure that I recall the 
words “loss of control.” I think that there is need of improved con- 
trol over foreign currencies. 

Mr. Rooney. Will you please develop that for us because it is a sub- 
ect with which this committee has been much concerned in the past 
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year, having lost control of much of these currencies as the result of 
many pieces of legislation. 

Mr. Srans. I do not mean to imply that there has been any inade- 
quacy in the bookkeeping of these currencies. We do know what we 
have and how we spend it. The point, however, is that these foreign 
currencies are building up in amounts very substs antially as the resill 
of Public Law 480 and other transactions, and the provisions of the 
law are inconsistent. In some cases we are required to get an appro- 
priation before the foreign currencies can be spent; in other cases not, 

Mr. Rooney. May | interrupt at this point so that the full committee 
may fully underst: ind what we are getting at. I refer to page M-2%4 
of the President’s message wherein we find ‘this: 

Another problem in budgetary control has developed over the use of foreign 
currencies. In view of the volume of currencies generated by transactions under 
the agricultural Trade Development and Assistance Act of 1954, and numerous 
competing demands for their use for supplementary U.S. programs, more adequate 
procedures parallel to those governing dollar obligations are necessary. The 
action required by the Congress to authorize the use of certain of these currencies 
for which a supplemental request will be transmitted for the fiscal year 1960 now 
relates to only a small portion of the currencies which will actually be used for 
zovernment programs. 


Now, with that interruption, I submit that there is apparently a 
deficienc y in control over such currencies, at least insofar as bringing 
them all together in the numerous pieces of legislation and laws which 
generate the currency is concerned. Would you be so good as to 
insert at this point point in the record a statement of all laws through 
which these currencies are generated and what is suggested should 


be done about it ? 
Mr. Stans. I certainly will, sir. 
(The information requested follows :) 


The major sources of foreign currency receipts owned by the United States 
are listed below, together with a brief description of the purposes for which 
the currencies may be used, either with or without reimbursement to the Treas- 
ury. Amounts received from each source in fiscal year 1958 (as reported in 
the Treasury combined statement) are also indicated. In addition to the 
sources listed below for U.S. owned currencies, some foreign currencies are held 
in trust. Receipts of such currencies in 1958 were $14,232,185. 

Section 1415 of the Supplemental Appropriation Act, 1953, provided that 
“Foreign credits owed to or owned by the United States will not be available 
for expenditure by agencies after June 30, 1953, except as may be provided 
for annually in appropriation acts * * *.” General provisions included it 
annual appropriation acts each year since 1953 have provided that foreign 
credits (including currencies) owned by or owed to the United States may be 
used by Federal agencies only when reimbursement therefor is made to the 
Treasury from the applicable appropriations of the agency concerned (the 
current provision is set forth in section 209 of the General Government Matters 
Appropriation Act, 1959). Exceptions to these provisions are noted in the 
“Disposition” column below. Unless otherwise specified, proceeds from the 
sale of currencies are deposited to miscellaneous receipts. 
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Source (and amount of 1958 receipts) Disposition 


ST 
ro 


gales of surplus agricultural commodities | Available, subject to allocation by the Director of the 


under the Agricultural ‘Trade Development Bureau of the Budget (under delegation of authority 
and Assistance Act of 1954, as amended by the President), and the qualifications noted 
($686,101 ,065). below, for: 


(1) Agricultural market development. 

(2) Purchase of strategic and critical materials. 

(3) ae procurement for the common de« 

ense, 

(4) Purchase of goods or services for other friendly 

countries. 

(5) Promoting balanced economic development 
and trade among nations, including certain 
loans by the Export-Import Bank to pri- 
vate enterprise. 

Payment of U.S, obligations abroad. 

Loans to promote multilateral trade and 
economic development. 

(8) International educational exchange activities. 

(9) Translation, publication, and distribution of 
books and periodicals, 

(10) Assistance to American-sponsored schools, 
libraries, and community centers abroad. 

(11) Scientific translations and activities. 

(12) Acquisition of buildings and grounds abroad. 

(13) Trade and agricultural fairs and related 
activities. 

(14) Acquisition of foreign books, periodicals, and 
other materials. 

(15) Assistance to American-sponsored schools, 
colleges, or universities, and supporting 
workshops and chairs in American studies. 

(16) Construction of military family housing in 
foreign countries. 

See. 1415 (quoted above) applies to grants under items 
(4), (5), and (7) and to not less than 10 percent of all 
currencies accruing under the law. 

Currencies may be used under item (11) only when 
specific appropriations are made therefor. 

Currencies may be used under items (12)-(15) and for 
interchange of persons under item (8) only in such 
amounts as may be specified from time to time in 
appropriation acts. 
The Department cf Defense repays the Commodity 

| Credit Corporation in future years, for currencies 
used under item (16) from quarters allowances with 
held from the occupants of the quarters. 

All other currencies may be used without regard to 
sec, 1415, 

Proceeds from the sales of currencies which are subject 
to sec, 1415 are credited to the Commodity Credit 
Corporation fund, 

Sales of surplus agricultural commodities under | Available without regard to sec. 1415, for use in carry- 
sec. 402 of the Mutual Security Act of 1954, as ing out the mutual security program. 
amended (not less than $175,000,000 of each 
year’s appropriation is required to be used to 
purchase surplus agricultural commodities) 
($288,376,240). 

Repayments for military assistance supplies and | Available for military assistance purposes, without 
equipment under sec. 103(c) of the Mutual | regard to sec. 1415; limitation of $175,000,000 applies 
Security Act of 1954, as amended (none in 1958). to the total of dollar and foreign currency repayments 

which may be used under this section. 

Proceed from the sale of buildings and grounds | All proceeds from the sale of buildings and grounds, 


(6 
(7 


abroad under the Foreign Service Buildings whether in dollars or foreign currencies, may be used 

Act, 1926, as amended ($1,303,778). | for the purchase, construction, furnishing, and 
preservation of other properties. 

Any currencies owned by the United States._....| Available under sec, 502(b) of the Mutual Security Act 


of 1954, without regard to sec. 1415, for use by appro- 
priate committees of Congress in carrying out their 
duties under sec. 136 of the Legislative Reorganiza- 
: tion Act of 1946, as amended. 

Contributions of foreign governments under inter- | Available only for sale to agencies responsible for carry- 


fovernmental defense agreements ($74,583,333). | ing out the agreements. 
Military assistance agreements under the Mutual Do. 


Security Act of 1954, as amended ($14,047,115). ; 
‘8. share of counterpart funds deposited under | Available for sale to agencies; in some cases, the cur- 
the Mutual Security Act of 1954, as amended rencies may be used only for purposes specified in the 


($16,873,306). agreements and therefore must be reserved for sale to 
| specific agencies. 
Net proceeds from surplus property in foreign Do. 
, eas, act of Oct. 3, 1944 ($59,756,781). 
Settlements under Lend-Lease Act of 1941 ($1,- Do. 
351,916), 


Miscellaneous recoveries from foreign programs | Available for sale to any agency. 
_ ($2,509,252). | 
Federal income taxes ($53,703) .............---- > Do. 
Hlerest on public deposits ($10,165,027)... ...--- Do. 








ind amount of 1958 receipts) Disposition 


proceeds from excess property in foreign | Available for sale to any agency. 


areas, act of June 30, 1949 ($277,872). | 
Miscellaneous fees, charges for services, ete Do. 
21,188,880). 
Sule of agricultural commodities by Commodity | Available for sale to any agency, with proceeds credited 
Credit Co rporation, other than Public Law to Commodity Credit Corporation Fund. 
480 ($24. 

Informatio 1] media gu: irantees ($7,063,853) Available for sale to any agency, with proceeds credited 
to Informational Media Guaranty Fund, unless the 
currency | aS been declared excess. In the latter e; ase, 
the proceeds are credited to miscellaneous receipts, 

t of principal and interest on loans 

under sec. 505(b), Mutual Security | To be held pending further action by Congress; this 
ct of 1954, as amended (none in 1958). provision applies to dollar collections as well as 

foreign currency collections. 
lopment Loan Fund (none in 1958 ..-| Available for sale to any agency, with proceeds credited 
to the Fund, or for direct expenditure by the Fund, 
under Agricultural Trade Develop- Available for use, without regard to see. 1415, for the 
tand Assistance Act of 1954, as amended educational exchange program, or for sale to any 

n 1958). agency. 


The problem of control over the use of foreign currencies is now under study, 
and a specific recommendation for correcting the situation will be made when the 
study is completed. The use of foreign currencies without regard to section 1415 
is reflected in informational schedules in the budget document, and the Treasury 
Combined Statement for 1958 (pp. 552-587) includes full information on foreign 
currency transactions for the fiscal year 1958. 


ACCRUED EXPENDITURES (H.R. 8002) 


Mr. Roonry. I have one further thought and that is with regard 
to a question of the distinguished chairman this morning concerning 
H.R. 8002. At that time I believe you stated that to date you have 
installed the accrued expenditure budgets in but six appropriations; 
is that correct ? 

Mr. Stans. Yes, sir. 

Mr. Roonry. And which ones are they? 

Mr. Srans. Two are in the Coast Guard, two in the Canal Zone 
Government, one in the General Services Administration, and one in 
the Veterans’ Administration. 

Mr. Roonry. Would it be correct to say if one were to add these six 
appropriation requests in the instant budget for 1960 that the total 
thereof would be in excess of the total for the same items in the fiscal 
vear 1959 ¢ 

Mr. Srans. You mean with respect to these six items? 

Mr. Roonry. I will not have you do the arithmetic now. W ill you 
do that for the record, take the six and see whether or not that is so! 
I suspect the total for the six items is higher in 1960. 

Mr. Srans. I will do that. 
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(The information requested follows :) 


Comparison of new obligational authority in 1959 and 1960 for accounts for which 
accrued expenditure limitations are proposed 


[Amounts taken from 1960 budget] 





| } | 
| 1959 estimate | 1960 estimate | Difference 
| 


| 
Veterans’ Administri ition: Construction of hospitals and | | | 
domiciliary facilities $19, 295,000 | $20, 159, 000 +$864, 000 


General Services Adantaioie ition: Repair and improvement, | 
federally owned buildings _- : a ai 75, 000, 000 60, 000, 000 — 15, 000, 000 


The Panama Canal: Canal Zone Gove rnment: | 
Operating expenses aoe tae Sn biota a | 18,033, 000 18, 934, 000 +901, 000 
Capital outlay ‘ cele neetaia 3, 100, 000 3, 096, 000 —4, 000 
Treasury Department: Coast Guard: | 
Operating expenses — __......| 178, 900, 000 190, 900,000 | +12, 000, 000 
Acquisition, construction, and improvements. -_-_-- ie 18, 150, 000 24, 500, 000 +6, 350, 000 


312, 47 8, 000 317, 589, 000 , 111, 000 
| 


Mr. Roonny. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Canfield. 

Mr. Canrirtp. Mr. Chairman, Mr. Stans, Director of the Budget, 
is preeminent in the field of American accountancy. For many years 
he has been associated with an accounting firm, a very highly re- 
spected firm in Chicago. For some years he was Deputy Postmaster 
General of the United States. He has been the recipient of many 
national awards and I believe that he is doing a terrific job in his 
present assignment. He is entitled to the respect of this committee. 


LEGISLATIVE BRANCH BUDGET 


Now, Mr. Chairman, I would like to make a very few comments 
about the atmosphere of this proceeding here this afternoon. 

The distinguished chairman of our committee has read from the 
Wall Street Journal comments regarding the efforts of the President 
of the United States and the administration to hold the line. He 
could also read in the same issue of the Wall Street. Journal what 
the various States are doing about their budgets at this time, all of 
them making substantial increases 

My fr iend, Dr. Fenton, just told me that his State of P ennsylvania 
was currently asking for $400 million for the new fiscal year over 
that of the past fiseal year. 

Mr. Mikoyan has just left the Capital City of our country for 
Moscow and he has left with a sour note. He says in substance the 
cold war continues, but the cold war conceivably can get hot. 

The chairman of our committee a moment ago said: 


We spend more than we take in. We must have self discipline and retrench, 
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That means us, the members of the House Appropriations Com- 
mittee, the 436 Members of the House and the 98 Members of the 
Senate. Why do I say that? Because I have just noted in this 
book, the Budget of the United States for 1960, that in 1959 the 
House and Senate asked for $119 million, but in 1960 they are asking 
for $152 million, a $33 million or 28 percent increase. 

Frankly, if a w rong has been committed, we are more than particeps 
in criminis; we are the principals. 

Mr. Cannon. Mr. Gary. 

Mr. Gary. Mr. Chairman, I want to agree with my colleague, Mr. 
Thomas, that at last some good has come out of Texas. I think in our 
new Secretary of the Treasury we have one of the top men in this 
entire administration. My experience with him has been most pleas- 
ant, and I have been very greatly impressed by the way he is handling 
matters. . 

I want also to say that I have had a lot of experience with our 
Budget Director. Prior to his assignment to the Budget Bureau he 
was connected with the Post Office Department. As chairman of the 
Post Office Subcommittee, I have had first-hand opporti inity to observe 
his work. I think he is one of the able men of this administration. 

that respect I will agree with my colleague and friend, Mr. Jen- 
sen, that I hope they will both occupy their respective positions for 
a long time if he considers 2 years a long time. 


BASIS FOR ESTIMATED 1960 BUDGET RECEIPTS 


First, I would like to ask some questions concerning the overall 
picture. I would like to ask about the estimated receipts. I have the 
feeling, frankly, that the estimate of receipts is optimistic. I would 
like to know upon what basis you arrive at the estimate for the next 
fiscal year. 

Secretary AnpErRson. Congressman, first I wish to express my deep 
appreciation of your very fine compliment. 

I think all of you will realize how almost imponderable it is to try 
to make an estimate of precisely what the U.S. Government will have 
as revenues 18 months hence. In this connection I look 18 months 
back and I see that in August of 1957 we were talking a great deal 
about economizing and that sort of thing. It was suggested this 
morning why we did not then ask for an increase in the debt limit. 
The reason was that all of the leaders of the Congress on both sides 
of the aisle with whom I consulted when I first came in suggested 
it would be very unlikely that an increase would be granted. Six 
months from that time we were talking about the problems of the 
recession. Seven or eight months from that time you would pick up 
a magazine and it talked about how vou hedged against inflation. 
One would get the impression that about every 6 months you reverse 
your course. While we know this is not true, it does indicate the 
degree of diffic ulty which one encounters when he tries to say what 
is going to be the growth of the economy, how much we will “collect 
in taxes 18 months in advance. , 

We have to make certain basic assumptions. One of the assumptions 
that we are making is that personal income, which we now believe will 
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be about $353.5 billion for the calendar year 1958, will be approxi- 
mately § $374 billion in calendar year 1959. Corporate profits, which 
we now believe will be in the neighborhood of $36.5 billion for the 
calendar year 1958, we are estimating to be $47 billion in calendar 
year 1959. 

' Mr. Gary. How were those figures arrived at, Mr. Secretary ? 

Secretary Anprerson. They were arrived at by utilizing all of the 
data which we have, the data which we are able to get ‘from other 
Government agencies, such as the Council of Economic Advisers, the 
Federal Reserve Board, and that sort of thing. For example, if one 
looks not at the total for corporate profits for 1958, but at the rate 
at which we believe that corporate profits are generating in the last 
quarter of 1958, $44 billion, then it 1s not very difficult to move from 
s44 billion on an annual rate in the fourth quarter of 1958 to $47 
billion as the total estimate for 1959 calendar year. 

Another thing which we take into account, of course, is estimates 
of gross national product. The gross national product would assume 
that we would have during 1959 calendar year a gross national product 
of above $470 billion. The figure which is now being used as the rate 

which gross national product is being generated in the fourth 
quarter of 1958 is $453 billion. ‘The low was about $426 billion in 
the first quarter of 1958. So you have moved in 8 months from the 
low of $426 billion to $453 billion on an annu: ” —— for the fourth 
quarter, and we are estimating that it will be at $470-plus billion. 

We try to seek some outside judgments, and see are wide fluctua- 
tions in those. For example, Standard & Poor's in their forecast in 
December estimated GNP at $471 billion for the calendar year 1959, 
with the fourth quarter rising to $480 billion. The Svwdlential Life 
Insurance Co. on the Ist of December estimated that we would have 
a gross national product of nearly $475 billion. The technicians for 
the Business Advisory Council ranged all the way from a low of 
$460-odd billion to a high of $480- odd billion. I am again speaking 
about quarters, and not aver ‘ages. 

ao e believe that these assumptions which we have made are neither 

he most optimistic nor the most pessimistic, but are fairly realistic. 

aie Gary. But they are based on a substantial increase in our pres- 
ent economy. 

Secretary ANpbERSON. Yes. Again it depends really on what you 
relate it to. If you relate it to the aver age of 1958, you see quite a 
wide gap. If you relate it to the fourth quarter of 1958, the gap 
narrows considerably. If you relate it to the year 1955-56, we are 
judging that revenues will go up about 9.1. In that year they went 
Mp about 9.3 after adjustment ismade for comparability in corporate 
‘ax payment dates. If one would argue whether or not the rate of 
recovery is as great as it was in 1955-56, perhaps we would have 
differences of opinion about it. 

One of the other things that makes this a difficult task is that even 
when you get a rate of personal income you have to make some as- 
sumptions on the mix of that income, how much of it will be in the 
various levels. There is no way of knowing precisely, but this is the 
best estimate that we can make. 








1959 EXPENDITURE ESTIMATES 


Mr. Gary. Now let us take the expenditure figures in the table of 
comparisons. Budgeted expenditures for 1959 were $80.9 billion. 
Your estimate for 1960 is $77 billion, which shows a decrease of $3 
billion. 

It is my understanding that this estimate of $80.9 billion includes 
a number of supplemental requests which are now pending before the 
Congress and which have not been acted upon. Is that correct ? 

Mr. Srans. That is correct. 

Mr. Gary. Will you tell me how much of the $80.9 billion has been 
approved by the Congress ¢ 

Mr. Srans. $78 billion. 

Mr. Gary. I have the figure of $73.7 billion. 

Mr. Srans. I was giving you the expenditure figure. If you are 
looking for obligational authori ity, it is $73.7 billion. 

Mr. Gary. So instead of asking obligational authorities of less than 
last year, taking as the basis obligation authorities that have been 
approved so far, you are really asking for more, an increase. 

Mr. Srans. We are asking for less for 1960, but we are asking for 
additional items for 1959, that is right. 

Mr. Gary. But you are asking for more for 1960 than has now been 
approved for 1959. 

Mr. Srans. That is correct. 

Mr. Gary. So if you eliminate the supplemental requests which are 
now pending before Congress, this budget is really larger than the 
1959 budget. 

Mr. Srans. Well, Mr. Gary, I am sure that you would not intend to 
do that, because included in the supplement: al requests for 1959 are 
such items as pay increases and matters of that type, which are bound 
to increase the 1959 need. 

Mr. Gary. But they have been approved. 

Mr. Srans. They have been approved as legislation, but they have 
not been enacted as obligational authority. 

Mr. Gary. What would that amount to? 

Mr. Stans. That pay item would be over $600 million. There are 
other items in the supplemental for 1959, an increased amount for 
the Space Agency, an increased amount for the Defense Education 
Act, in case of which the Congress late in the last session passed rela- 
tively small amounts and suggested that the agencies return with 
supplementals. I think it would be most helpful if I gave you 4 
breakdown. 


CONTEMPLATED SUPPLEMENTALS, FISCAL 1959 


Mr. Gary. I wish you would put a breakdown of those figures in 
the record, showing what has been approved and what is covered 
by supplementals. 

Mr. Srans. Right. 
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(The information requested follows :) 


ble of Items proposed for later transmission—1959 new obligational authority 
lion. [In thousands] 
f $3. Existing legislation : 
; Legislative branch: Pay increases 
The judiciary : 
‘ludes PRY INCOR ROG an oe ne iceiteeienieladndaceeae dn GUUS 
re the Other 


Executive Office of the President : 
Pay IncPease@s. a ecancnnns 
OneP: 2c nea secant 
; been Funds appropriated to the President: Mutual security, develop- 
ment Loan Fund_ 
Independent offices : 
Pay increases 


RO ics ates a lace oe eee 
ru are General Services Administration : 
Pay Increases_ 
s than ORE sicsementrrmn ie 
heen Housing and Home Finance Agency : 
Pay increases___ 
Other — 2 
1a for Department of Agriculture: 
Commodity Credit Corporation: Reimbursement for special 
7 heen activities we 
} Pay increases 
Other 
Department of Commerce: 
h are Pay increases_ : 
n the fa — a 


Department of Defense: 


Military functions: 


ond to Pay increases 
9 are Other 
hound Civil functions: 


Pay increases._.... 

Other eA : 
Department of Health, Education, and Welfare: 
, have Grants to States for public assistance____ 
Defense educational activities____ 
Pay increases a 


Other ‘ : 
re are Department of the Interior: 
nt. for Pay increases_______-- ai 
cation Other - : mcoeen iinet amide aes ag A) 3) 
Liquidation of contract authorization : ek. , 000) 
| rela- Department of Justice: 


with Pay increases Pe ast ¥ a i 9, 290 
vou 4 . Other 2 pate Ses £ 900 
. Department of Labor: 

Pay increases 3 a ; - : Ve 3, 220 
Other ; : a 7 j s 41, 944 
Post Office Department : 

. Pay increases a af - z reer lar ts di 251, 826 
res 1 Other _- aaee - etal esis 41, 000 
yvered Department of State: 

Pay increases__ a . 6, 662 

Other _- si siting aes deiapid 31, 813 
Treasury Department: 

Pay INCreGseS. 026s ee ee : 46, 096 

Other Da aatateks ea as 3, 228 
District of Columbia: Other 9, 000 


OUR romiebina Tewtehativies oa Pee ea a 2, 890, 111 
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Items proposed for transmission—1959 new obligational authority—Continued 


{In thousands] 
Proposed legislation : 


eR TINS ER a I ce rece Sno sarin mn ion ani $5, 251 
Funds appropriated to the President: Defense production ac- 
IN a eee ee eas ett 325, 000 
Independent offices : 
Tenbenes Vater AUNTIE oii iis ccdcemeornacaiwktiiniage 200, 000 
National Aeronautics and Space Administration__-_-----~_~ 45, 000 
Housing and Home Finance Agency: 
en a min nineie anise wae ena es 200, 000 
I a i a as a ce de tennis ane 100, 000 
Treasury Department: 
International Bank for Reconstruction and Development _____ 3, 175, 000 
Investment in International Monetary Fund_. ~~ _----_--__ 1, 375, 000 
Allowance for contingencies______~_ sachet anes ects hs ene acai 400, 000 
ORL, SOO DROT TORR ATION oc nk pee a eeincoenckas 5, 825, 251 


Recapitulation : 
Under existing legislation: 
I hes wc iecerce cleaners ee aaeonaeeriawns 662, 551 
a a a a gn ie 2, 227, 560 


Eee Bg SS EST TN EE na ce nee es eee ene ar va eres 5, 825, 251 


Total_- 5 a es a A a ae 8, 715, 362 


ACCRUED EXPENDITURES (H.R. 8002) 


Mr. Gary. Just one other question. We have had some discussions 
here with respect to H.R. 8002. When that bill was presented to the 
Congress we were told that it was going to revolutionize the accounting 
system of the Federal Government and that it would save the tax- 
payers approximately $4 billion. That figure, of course it developed 
afterwards, was simply pulled out of the air. It had no significance 
whatever. 

The bill was not passed as it was presented by the Commission. As 
the chairman said this morning, everything was stricken except the 
number, and a completely new substitute bill was passed. 

I read an account from the Hoover Citizens Committee the other 
day, and they proclaimed that the millennium had come; at long last 
they had gotten 8002 through, the accounting system of the Federal 
Government was on a sound accounting basis, and the taxpayers had 
reason to rejoice. 

Now I notice from your testimony that the accrued expenditure 
provision of the bill has been applied to only six items. I have here 
a list of those items and the amounts involved. It appears that under 
one of these items, the Veterans’ Administration, the appropriation 
for construction of hospital and domiciliary facilities was $19,295,000 
in 1959. The estimate in 1960 is up to $20,159,000, which is an increase 
of $864,000. 

We can go down the line, and for the six items there is a total net 
increase of $5,111,000 requested. 

I have these tables, which you may check and correct if they are 
improper, because I do not want to put any improper figures in the 
record. 

It would seem from one of these tables that the percent of total 
obligational authority covered by these six items is 0.41 percent of the 
total of the 1960 budget; is that correct ? 
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Mr. Srans. I think that is probably right. 

Mr. Gary. That is the appropriation request. 

Now, on the budgeted expenditures, the percentage total for 1959 
was 0.4 percent ; and for 1960 it is 0.44 percent. 

I would like to insert these two tables in the record at this point. 

(The tables referred to follow :) 


Appropriation requests in the 1960 budget for the 6 appropriations for which accrued 
expenditure limitations are proposed under H.R. 8002 (Public Law 85-759) 




















| 
Agency and appropriation 1959 Estimate, | Change 
1960 
Veterans: Construction of hospital and domiciliary facilities. _- $19, 295, 000 20, 159, 000 +$864, 000 
General Services: Repair and improvement of federally owned 
UNE Sec enladen ect onan ae eR ek 75, 000,000 | 60,000,000 | —15, 000, 000 
Canal Zone: } 
I a 2nd ssn ese ci vache and dalbveavmtaniaesaeamauieds | 18, 033, 000 | 18, 934, 000 | +901, 000 
CIR NMIN 5 <3 Sc acs bo paccdewkinadancacadnmeekehusbun 3, 100, 000 | 3, 096, 000 | —4, 000 
Treasury, Coast Guard: 
Operating expenses...........-- ~---+-------------------| 178,900,000 | 190,900,000 | -+12, 000, 000 
Acquisition, construction, and improvement..........-.-.-| 18, 150,000 | — 24, 500, 000 | +6, 350, 000 
Pee PSs eh es eters ...| 312,478,000 | 317,589,000 | +5, 111, 000 
Percent of total obligating authority proposed _......-.....---- 0. 37 | Cas 65 til. 


Accrued expenditure limitations proposed in the 1960 budget under provisions of 
H.R. 8002 (Public Law 85-759) 





Budgeted expenditure estimates 





| (checks issued, not accrued expenditures) 
Agency and appropriation ccacanesitien late eh 
| 1959 1960 | Change 
Veterans’ Administration: Construction of hospital and dom- | 
iciliary facilities... .....-- ras beste atl séne ..--| $45,000,000 | $55,000,000 | +$10, 000, 000 
General Services: Repair and improvement of federally owned | 
EMD a ct ee oe eee eon een nun bes Seaeee a 65, 000,000 | 60, 000, 000 — 5, 000, 000 
Army civil functions: 
Operating expenses, Canal Zone_..._......-.--- a a 17, 856, 000 18, 660, 000 | +804, 000 
Capitel cutlay; Camel Zone. ooo. og cc | 3, 426, 000 | 3, 250, 000 | — 176, 000 
Treasury, Coast Guard: | | 
UII Se Se re kt Ae a ea et ee 177, 026,000 | 188, 287,000 | +11, 261, 000 
Acquisition, construction, and improvement._...-......-- | 16,135,000 | 16, 089, 000 | —46, 000 
Tetel....~.% pete cise nak yale eee rs ee. Bee 324, 443,000 | 341, 286,000 | +16, 843, 000 
Percent of total budgeted estimate of expenditures_.__._______- 0. 40 OA 25225 ha5-<s- 





Mr. Gary. It appears that the two largest items of these six are in 
the Coast Guard, one an item which was $178 million in 1959 and 
the estimate for 1960 is $190 million, which is a plus of $12 million. 
That is in the operating expenses. Acquisition, construction, and 
Improvement is $18 million for 1959, $24,500,000 for 1960, which is up 
$6,350,000. 

In my judgment the Coast Guard is the most efficient and the most 
economically operated department in the entire Government of the 
United States, and I do not hesitate to say that in my judgment if 
the other branches of the service were operated as economically as the 
Coast Guard, we could reduce our debt during the next year and de- 
crease taxes. 

I want to know why, of all the agencies of Government, you picked 
out the Coast Guard to make them the guinea pig for this experiment 


on H.R. 8002. 








Mr. Srans. I will be very happy to tell you, sir. The Coast Guard 
is efficient, as you say, and has one of the best accounting systems in 
the Government. It was one of the easiest to adapt to this process, 

Mr. Gary. So they are penalized for their efficiency. 

Mr. Srans. No, I wouldn’t say that. We had very little time, Mr. 
Gary, to develop the processes and the procedures necessary to imple- 
ment. this law, and we felt that if we could just get a start on it with 
six appropriations, we would be able to develop the mechanics of the 
operation, Next year we hope to do much more with it. 


POST OFFICE VOLUME OF BUSINESS 


Mr. Gary. I am sorry you made the Coast Guard the guinea pig. 

You cited, I believe, as an illustration of how you would reserve 
money, the Post Office, which I think is an excellent example. They 
have had some decrease in estimated volume this year, have they not! 

Mr. Stans. Yes. 

Mr. Gary. Was any part of the reserve funds that you mentioned 
for the post office as a result of that decrease ? 

Mr. Srans. No, it is not, for the reason, Mr. Gary, that the redue- 
tion in payroll expense of the Post Office in this year will be applied 
against their supplemental request for retroactive pay. 


POST OFFICE INSPECTORS 


Mr. Gary. I have one other question on which I would like to have 
your views. When we decentralized the post office, I had the idea we 
were going to be able to reduce the number of inspectors they had 
running all over the country. Will you tell me why we have a request 
in this budget to increase the number of those inspectors ? 

Mr. Srans. I think there is a request in this budget to increase the 
number by 50. Iam not fully informed of the management programs 
since I left the Department about 16 months ago, but we were satisfied 
that the use that they were going to make of these inspectors was 
valid. They want to use them to assist in management improvement 
work, making substantial numbers of surveys in post offices, and we 
agreed to let them have 50 additional inspectors, I believe it was, for 
that purpose. 

Mr. Gary. In my judgment the inspectors at one time ran the post 
office ; then under some of the changes that were made, the management 
was shifted back where it belonged; and now it appears to me that it 
is shifting back the other way. I hope the Budget Bureau in the 
future will watch that very carefully. 

Mr, Stans. We certainly will. I think we did this year. I think 
your fears are not warranted. I think when you discuss this in the 
subcommittee hearings you will find good use will be made of these 
inspectors. 

Mr. Gary. I was asking for information. 

That is all, Mr. Chairman. 

Mr. Cannon. I would like to inquire of the committee: Gentlemen, 
would you prefer to discontinue now and resume in the morning at 
10 o’clock, or would you prefer to go ahead tonight? Mr. Taber, what 
is your idea? 

Mr. Taper. I think all the members ought to have an opportunity 
and, to make things fair, I would suggest I do not believe they could 





ruard 
ms in 
OCeSS, 


, Mr. 
nple- 

with 
f the 


L pig. 
Serve 
They 


not?! 
ioned 


‘educ- 
yplied 


» have 
ea we 
v had 
aquest 


se the 
orams 
tisfied 
S was 
ement 
nd we 
is, for 


e post 
ement 
hat it 
in the 


think 
in the 
these 


lemen. 
ing at 
; what 


tunity 
could 


75 


do it and cover it short of 6:30 or 7 o’clock. I think we might better 
adjourn until maybe 10 oclock in the morning, if we could. 

Mr. Cannon. Without objection, the committee stands adjourned 
until 10 o’clock in the morning. 


WEDNESDAY, J ANUARY 21, 1959. 

Mr. Cannon. The committee will be in order. 

Weshall resume our hearings of yesterday. Dr. Fenton. 

Mr. Fenron. Mr. Chairman, I certainly enjoyed the proceedings 
yesterday. Especially do I appreciate the very forthright and frank 
replies of the Secretary and the Director to this committee. I cer- 
tainly believe that both these gentlemen will try to do a good job as far 
as this budget is concerned, and I thoroughly agree with them that it 
is necessary for the Congress to cooperate if we are to hold the debt 
ceiling down and hold spending down. 

Mr. Chairman, I believe I have no particular questions to ask at 
thistime. Thank you. 

Mr. Cannon. Thank you, Doctor. 

Mr. Passman. 

Mr. Passman. Thank you, Mr. Chairman. 


CONTEMPLATED SUPPLEMENTAL ESTIMATES 


Mr. Director, from page 2 of your statement I quote the following 
sentence: “We are running a very large deficit this vear, almost $13 
billion.” That refers to fiscal 1959. Does that amount include the 
supplemental appropriations which will be requested applicable to 
fiscal year 1959 

Mr. Srans. Yes; it does to the extent that those supplemental ap- 
propriations will generate expenditures within the same year. 

Mr. Passman. In the event the Congress, in its wisdom, should ap- 
propriate less than what will be requested in the supplementals, then 
this $18 billion figure would be reduced, would it not? 

Mr. Srans. Reduced partially; yes. There are some items for which 
supplementals are requested which do not have their full expenditure 
eflect within the same year. To that extent a reduction of the supple- 
mental request by the Congress would not reduce the expenditures. 

Mr. Passman. Mr. Director, do you recall any year since you have 
been with the Government that the President, through the Director 
of the Budget and the department heads, did not request supplemental 
appropriations ? 

Mr. Stans. My experience in the Budget is relatively brief, as you 
know, Congressman. I do not know of any year in which there were 
hot supplemental appropriations of some kind. 

Mr. Passman. If that pattern is continued, it would be expected 
that there would be supplemental budget requests applicable to the 
liscal year 1960, would it not ? 

Mr. Srans. It is our hope that the supplemental requests for the vear 
1960, if any in addition to those specifically provided, will be within 
the limits of the contingency reserve which is set up in the 1960 budget. 

Mr. Passman. What is the amount of that reserve ? 

Mr. Srans. It is $100 million in expenditures and $125 million in 
hew obligational authority. 
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Mr. Passman. Mr. Stans, could you tell the committee what the ag- 
gregate of the supplemental requests will be for fiscal 1959 ? 

Mr. Srans. The total for 1959 is $8.7 billion. 

Mr. Passman. You propose to reduce that amount to $100 million 
for fiscal year 1960 ? 

Mr. Srans. No, sir; those are not comparable items. 

Mr. Passman. Would you expect that maybe there would be emer- 
gencies similar to this which would bring about a similar condition in 
fiscal 1960? How can we be so sure that you will not have a repetition 
of this situation in fiscal 1960? 

Mr. Srans. I think I can answer that, sir, by giving you the char- 
acter of the items in the 1959 supplemental. As we said yesterday, 
$3,175 million of the 1959 request 1s authority for U.S. participation 
in the World Bank which will not require expenditure. 

Mr. Passman. What isthe amount of that, Mr. Stans? 

Mr. Srans. $3,175 million. 

Mr. Passman. Of the $8.7 billion ? 

Mr. Srans. That is right. $1,375 million is the increased contri- 
bution to the capital of the International Monetary Fund which will 
take place in 1959 and would not recur in 1960. 

There is $660 million worth of pay increases required in the form of 
supplementals in 1959 to cover the amount of the pay increase voted 
by Congress. That we assume will not recur in 1960. 

The next large item is $1,336 million for reimbursement to the 
Commodity Credit Corporation for its special activities in 1959, In 
1960 we have an item of $575 million for partial restoration of the 
capital impairment of the Commodity Credit Corporation. Neither 
of these two amounts affect expenditures. These are merely authori- 
zations. 

There is an item of $225 million in the form of a supplemental in 
1959 which will be requested as an additional amount for the Develop- 
ment Loan Fund. There will be no similar request in 1960 beyond 
the amount which is in the budget. The $225 million request for 
1959 is partially in response to the committee report which implied 
that a request for a supplemental would be considered at this session. 

Mr. Passman. I believe the language in the hearings read that 
such a request would have the sympathetic consideration of the 
committee. 

Mr. Stans. I think the gentleman is correct. 

Mr. Passman. We always give sympathetic consideration to any 
item which comes before my subcommittee, but that does not mean 
it will be approved. 

Mr. Stans. One more item, if I may. One other important item 1 
1959 supplementals is in grants to States for public assistance under 
the Social Security Administration, an item of $168 million, It 1 
expected that the amount in the 1960 budget for this item is adequate 
to cover the requirements for the year. 

There are a number of other items, but in general the character of 
those which I have described for 1959 indicates that it is not likely 
and it is not expected that they will recur in 1960. 
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PROPOSED SUPPLEMENTALS TO RESTORE CONGRESSIONAL REDUCTIONS 


Mr. Passman. Mr. Stans, how much of the supplemental requests 
is to cover items which Congress cut or rejected last session ? 

Mr. Stans. With respect to 1959? 

Mr. Passman. Yes. Of the total amount you are going to request 
in supplemental appropriations, what would be the amount that the 
Congress either cut or rejected completely during our regular hear- 
ings last year ¢ 

Mr. Srans. The Development Loan Fund item of $225 million is 
one of those. As to the others, Mr. Passman, I would have to go 
through this list and present a table for the record. I cannot identify 
them offhand. I know that part of the item for grants for public 
assistance was a congressional cut, and part of the item for the postal 
service was really a congressional deferment of action. I would have 
to analyze this in detail and submit a list for the record, if that is 
satisfactory. 

Mr. Passman. That is agreeable to me. 

(The information requested follows :) 


Specific items proposed for later transmission for 1959 in the 1960 budget which 
were reduced by the 85th Cong., 2d sess. 


{{n thousands] 


Agency and account posed for by 
later trans- Congress 


mission 


! 
| 1959, pro- Reductions 
| 
| 


Federal contributions 
Independent Offices: 
Civil Service Commission: 


$3, 000 | 


Executive Ojfice of the President: Office of Civil and Defense Mobilization: | 
| 
Anmuntties under special acts... -2-. sick eos ent bk) cee st 270 
Investigations of U.S. citizens for employment by international organ- | 
izations oat Le hagueeaae 143 | 33 
Veterans’ Administration: | 
Outpatient care __--- ae ose hk aera Gh ehnsenpanaeeDagl 2, 379 399 
Compensation and pensions. _-_-- sath baadabbeen £2 ‘ 52, 500 27, 500 
Department of Agriculture: Marketing research and service i a , 107 500 
Department of Defense—Civil Functions: Construction of power systems, | 
MEY TAURI ont pensar crs eA Oe a <1 , 000 10, 000 
Department of the Interior: 
Bureau of Mines: Conservation and development of mineral resources____. 350 | 350 
Geological Survey: Surveys, investigations, and research. -_.--.--- x 818 | S18 
Virgin Islands Corporation: Operating fund , 500 1, 500 
Vepartment of Labor: 
Unemployment compensaticn for veterans and Federal employees.___-__-- , 200 41, 200 
Salaries and expenses, Bureau of Employment Security = 53 | 53 
_ Salaries and expenses, Bureau of Labor Standards -- : peice oeigewaeaie wats 690 500 
Department of State: International contingencies___........._._______-_.______- 900 510 





PMN She Pee SRE As od : , 910 86, 391 


' Out of a total proposed for later transmission for 1959 of $8.7 billion. 


Mr. Passman. How much of the proposed supplemental requests is 
for items whose authorization will expire on June 30, 1959? 

Mr. Stans. Mr. Passman, I do not know of any offhand, but again 
I'ask if you will allow me to go through the list carefully and see 
whether there are any with relation to authorizations that expire. 





(The information requested follows :) 


None of the 1959 supplementals “under existing legislation” are for programs 
the legislative authority for which expires on June 30, 1959. However, in the 
case of the Development Loan Fund, the authorization for appropriation of 
additional capital for the Fund expires on June 30, 1959, although the Fund itself 
continues. In the case of the National Aeronautics and Space Administration 
no additional appropriations would be in order until further legislative authority 
is provided. 


PROPOSED DEVELOPMENT LOAN FUND SUPPLEMENTAL 


Mr. Passman. Does the Development Loan Fund authorization 
continue beyond June 30 or does that not expire on June 30, 1959? 

Mr. Srans. My recollection is that the authorization for appropri- 
ations will expire June 30, 1959, and the additional amount requested 
in the budget for 1960 will have to come under new authorization, 

Mr. Passman. I am sure the gentleman understands I want to be 
fair, because we have worked together on the Treasury-Post Office 
Subcommittee in the past, but there have been some whispers that they 
do not actually need the $225 million for the Development Loan F und, 
but inasmuch as the authorization is about to expire and even though 
the Congress reduced the budget estimate last year, they thought it 
was a good time to come in and get it before they lost it. Would you 
think that whisper is subject to any discount ¢ 

Mr. Srans. Mr. Passman, that is the first time I have heard that 
thought expressed, and I would hope that you would develop it with 
the witnesses for the agency when they appear before your subcom- 
mittee. I have not heard it before, and I have seen st: tistics showing 
the requested amounts of loans that are so substantially in excess of 
$225 million that I am inclined to believe that the request for this 
amount is a sincere belief on the part of the agency that these loans 
should be accommodated to that extent. 

Mr. Passman. Mr. Stans, I shall not get into individual items. I 
believe the chairman indicated yesterday that we should deal in general 
matters. However, I should say for the record at this point “that I 
have talked to several bankers, and they tell me that in most. instances 
only about 20 to 25 percent of the loan applications are approved. 
I went over a list of the applications to this particular Fund, and if 
they would apply those same percentages they are overfunded. 

T also had a table made of my own congressional district covering 
the applications for small business loans from the Small Business 
Administration and I discovered that only 11 percent of the applica- 
tions for small business loans had been approved, 89 percent having 
been rejected. I just wonder, if these nations who are requesting 
some of this free money could be cut back drastically or even declined, 
what effect it would have on our foreign policy. We seem to treat 
them better than we treat our own people. 

Mr. Srans. Mr. Passman, I saw a chart prepared by the Develop- 
ment Loan Fund just a few weeks ago which indicates that their 
applications were four or five times the amount of the money available 
to them. Of those, some had been rejected or withdrawn, but the 
amount of the applic ations rejected or withdrawn, in my recollection, 
was only about 20 percent of the total. Beyond that I think it would 
be more effective if you were to question the Administrator of the De- 
velopment Loan Fund, because I am sure he has all the facts at his 
fingertips. 

Mr. PassMan. We shall ask him several questions about it. 
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$3.9 BILLION EXPENDITURE REDUCTION IN 1960 


Mr. Stans, is it not a fact that the lesser expenditure figure for fiscal 
1960 is due to large anticipated expenditures, nonrecurring in nature, 
which will appear as supplemental requests in the closing months of 
1959 ¢ 

Mr. Srans. Are you speaking now of the Development Loan Fund 
alone ¢ 

Mr. Passman. No, I am speaking of the overall budget. 

Mr. Srans. Of the budget as a whole. I would appreciate it if 
the clerk would read the question again, because I was thinking in 
terms of the Development Loan Fund. 

((Juestion read.) 

Mr. Stans. No, sir: I do not think so. The figure for 1960 is the 
cost of running the Government for the fiscal year 1960. There are 
supplementals that will appear in 1959 which I have described which 
will be nonrecurring in 1960, The Secretary of the Treasury yester- 
day explained why the increased contribution to the International 
Monetary Fund requires prompt and quick action by the Congress 
and would appear in 1959. I do not believe there are any of the 
items of expenditure in 1959 that belong in 1960. 

Mr. Passman. Thank you, Mr. Stans. One final observation. 

In fiscal 1960 we are going from a $13 billion deficit to a balanced 
budget. That is quite an accomplishment. We are reducing sup- 
plemental requests in fiscal 1960 to $100 million compared to $8.7 bil- 
lion in fiscal 1959. That, too, is a very great accomplishment. I 
am going to be one of the happiest Members of Congress if either 
one of them should be accomplished. I am quite sure that the gen- 
tleman agrees with me, as he stated in the beginning, that there “has 
been no time since he has been in government that he can recall that 
we did not have requests for large supplemental Be iron 
Contrast $100 million against $8.7 billion for this year. Contrast a 
$13 billion deficit against a balanced budget in fiscal 1960. To me, 
it is confusing, and ‘T will have to straighten it out in my own mind. 

That is all, Mr. Chairman. 

Mr. Cannon. Mr. Ford. 


BYPASSING THE ANNUAL APPROPRIATIONS PROCESS 


Mr. Forp. Mr. Director, in order to get a true picture of our fiscal 
situation, is it not true that you must take into account not only the 
obligational authority which is made available by the appropriation 
process, but also the authority which is made available from author- 
izations to spend debt receipts, contract authorizations, and revolving 
management funds? 

Mr. Stans. Yes, I agree. 

Mr. Forp. I think this was well brought out in the hear ings which 
were held in January of 1957 before this ¢ ommittee where your prede- 
cessor, Mr. Brundage, and the Secretary’s predecessor, Mr. Hum- 
phrey, appeared. I think the distinguished gentleman from Texas 
in his questions to either or both well illustrated that situation, the 
a. Ts for our fiscal condition then and Congress’ connection 
with it. I should like to quote from several passages in the hearing 
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f January 24, 1957, from Mr. Mahon of Texas, who said in referring 
to Mr. Brundage: 


You said in the fiscal year 1957 Congress had authorized greater expenditures 
than had been requested by the Executive. In other words, I was speaking 
wholly of the appropriation by Congress, and you apparently were speaking not 
only of appropriations by the Congress but authorizations by other committees 
which are not handled in any way by the Appropriations Committee. 

Mr. BrunpaGE. That is true. 


Then on page 113 of the hearings, Mr, Mahon said, and I quote: 


As I showed this morning, Congress invariably reduces the appropriation 
budget without exception insofar as I can tell in recent years, but from figures 
given this morning apparently new obligational authority granted in other 
than appropriation bills did in 1957, and perhaps at other times of which | 
am not aware, more than offset cuts made in the appropriation budget requests. 

Mr. Brunvace. That is correct. I will be glad to supply that. 

Then Mr. Brundage submitted for the record on pages 112 and 113 
a summary of authorizations other than appropri: itions not norm: lly 
included in appropriation bills, and it shows in summary on page 113 
that the President recommended in this area $2.5 billion, and that the 
Congress increased that amount to $4.259 billion. In other words, 
the Congress increased funding in this area other than by appropria- 
tion process almost $1.8 billion. 

I would like to have for the record at this point similar charts 
for fiscal 1958 and also for fiscal 1959 up to date as far as you can 
supply that information. 

I think it also helpful for the record if your people would provide 
a similar chart to that on page 110 of those hearings, which shows 
a comparison of estimates and appropr iations by sessions of Congress, 
fiscal years 1946 through 1959. The chart here is through 1957. In 
that way I think we can see exactly the kind of action taken by this 
committee and the Congress as far as obligational authority is con- 
cerned, and also the precise picture as to these other expenditure 
authorizations which are certainly a part of the Government’s fiscal 
picture. 

Mr. Stans. We will supply those charts, sir. 
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(The information requested follows :) 


Comparison of estimates and appropriations by sessions of Congress 
( fiscal years 1946-59) 


Congress, session Estimates A ppropriations Reductions 


s6th Cong., 2d sess $81, 737. 060, 999 $81, 119, 818, 276 $617, 242, 
gsth Cong., Ist sess 78, 108, 417, 112 73, 064, 958, 328 5, 043, 458 
sith Cong., 2d sess 73, 208, 859, 629 73, O41, 364, 417 257, 495, 
sith Cong., 1st sess 66, 023, O89, 195 33, 947, 281, 321 —2 075, 807, 
a3d Cong., 2d sess 60, 770, 315, 686 | 58, 160, 445, 563 | 2, 609, 870, 
a3d Cong., Ist sess 77, 190, 083, 599 5, 156, 254, 797 2, 033, 828, 
g2d Cong., 2d sess 94, 608, 763, 252 5, 999, 646,411 | , 609, 116, 
82d Cong., 1st sess 105, 837, 897, 537 , 117, 786, 897 | , 720, 110, 6 
Sist Cong., 2d sess. (after Nov. 27, 1950 i 19, 926, 529, 938 9 841, 684, 745 

&ist Cong., 2d sess. (to Nov. 27, 1950 63, 090, 905, 227 | d1, 203, 355, 696 

Sist Cong., Ist sess 48, 313, 575, 167 3, 497, 456, 898 

aith Cong., 2d sess | 44, 446, 109, 713 , 675, 480, 957 

Sth Cong., 1st sess 39, 349, 643, 652 3 32, 887, 708 

79th Cong., 2d sess 37, 315, 954, 247 35, 734, 209, 165 . 

79th Cong., 1st sess 71, 175, 840, 878 9, 780, 137, 110 ; 703, 768 


Notre.—Foregoing figures pertain only to ‘‘ Appropriations” in appropriation bills and ‘‘A peteatne 
pursuant to permanent law, and therefore does not include other forms of obligational authority such 
contract authority and authority to expend from public debt receipts, some of which are enacted in other 


than appropriation bills. 


Source: ‘‘ Estimates, Appropriations, ete.’’ 1946-59, table VITIa, ‘‘ Grand total, regular annual, deficiency, 
supplemental, and miscellaneous acts and permanent appropriations.’ 


Authorizations other than appropriations not normally included in appropriation bills 


Fiscal year 1958 


Recommended Enacted 


Housing and Home Finance Agency: 
Urban renewal capital grants (contract authorizations) _.....--.-.- $175, 000, 000 $350, 000, 000 
Housing studies (contract authorizations) __. 1, 000, 000 1, 000, 000 
College housing loans (authorizations to expend from debt receipts) 150, 000, 000 175, 000, 000 
Federal National Mortgage Association: 
Secondary market operations (authorizations to expend from 
debt receipts) __- | 400, 000, 000 965, 000, 000 
Special assistance functions ¢: wuthorizations to expend from debt 
receipts) _._- 150, 000, 000 500, 000, 000 
. Lawrence Seaway Development C orpor: ation (authorize itions to ex- 

a and from debt receipts) ___. & ” | 35, 000, 000 35, 000, 000 
Senate Office Buildings (contract authorizations) - ‘ oleate tates 2, 846, 000 
Emergency Housing Act: 

Veterans’ Administration: Direct loans (authorizations to expend 
from debt receipts) - - : Raa eee teal 50, 000, 000 
Housing and Home Finance Agency: Federal National Mortgage 
Association (authorizations to expend from debt receipts) ......--.-- 90, 000, 000 1, 550, 000, 000 
Export-Import Bank (authorizations to expend from debt receipts) |} 2, 000, 000, 000 2, 000, 000, 000 
Highway Act of 1958 (Departments of Agriculture and Commerce) | 
contract authorizations) a el el ; adie : 11, 000, 000 
Previous highway acts: | | 
Department of Agriculture (contract authorizations) wail 27, 000, 000 27, 000, 000 
Department of Commerce (contract authorizations) ‘ 32, 000, 000 32, 000, 000 
Department of the Interior (contract authorizations) liane 44, 000, 000 44, 000, 000 
Federal Aviation Age ay (contract authorizations) 63, 000, 000 63, 000, 000 
Department of Health, Education, and Welfare (contract authoriz: itions) 1, 905, 000 1, 905, 000 


nee S. ae i sce i cies | 3, 168, 905, 000 5, 807, 751, 000 
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Authorizations other than appropriations not normally included in appropriation 
bills—continued 


Items included in the 
Fiscal year 1959 budget for the fiscal 
year 1960 


Becoming 
Recommended Enacted available New pro- 
under exist- | posals 
ing authority 


Architect of the Capitol (contract authoriza- 
tions 
Expansion of defense production (authoriza- 
tions to expend from debt receipts $300, 000, 000 
Federal Aviation Agency (contract authoriza- 
tions 63, 000, 000 63, 000, 000 $65, 000, 000 
Veterans’ Administration: Direct loans (au- 
thorizations to expend from debt receipts 150, 000,000 | $150, 000, 000 
Housing and Home Finance Agency 
College housing loans (authorizations to 
expend from debt receipts) 200, 000, 000 
Urban renewal capital grants (contract 
vuthorizations) 200, 000, 000 , 000, 000 250, 000, 000 
Federal Housing Administration (authori- 
zations to expend from debt receipts 3, 625, 000 3, 625, 000 
Housing studies (contract authorizations 1, 000, 000 , 000, 000 
Department of Agriculture 
Farm tenant-mortgage insurance fund (au- 
thorizations to expend from debt receipts 3, 400, 000 3. 400, 
Forest Service (contract authorizations 30, 000 30, 000, 000 
Department of Commerce 
Bureau of Public Roads (contract authori- 
zations 
Maritime activities (contract authori7a 
tions) 
Department of Health, Education, and Wel- 
fare: Public Health Service (contract authori- 
zations) 510, 510, ¢ 510, 000 
Department of the Interior 
Bureau of Indian Affairs (contract authori- 
zations 520, 2, 620, | 2, 620, 000 
National Park Service (contract authoriza- | | 
SUED oi civrecents chat iectca diese te ie 34, i ; , 000, 000 


| ee Sauces 2 772, 155, 0, 655, 229, 826, 000 | 315, 000, 000 


1959 items not yet transmitted to the Congress 
Expansion of defense production (authori- | 
zations to expend from debt receipts) | 325, 000, 000 
Housing and Home Finance Agency | 
College housing loans (authorizations | 
to expend from debt receipts) 200, 000, 000 
Urban renewal capital grants (contract | 
authorizations) 100, 000, 000 |___ 
Treasury Department: 
Investment in International Bank for 
Reconstruction and Development 
(authorizations to expend from debt | 
receipts) 3, 175, 000, 000 
Investment in International Monetary 
Fund (authorizations to expend from 
debt receipts) ..-.-.------ oe , 375, 000, 000 | 





RE noe i A a ed 5, 175, 000, 000 


Mr. Forp. Is : your offhand 1 ence that in fiseal 1958 and to 
some extent in fiscal 1959, so far as you can tell, the Congress has 
gone beyond the President’s budget ss ancecail ations in these areas 
other than in direct obligational author ity ? 

Mr. Srans. I know for a fact that it has in the 1958 session of the 
Congress. I am not sure about the preceding session, but the facts 
will show in the tables that we submit. 
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ANALYSIS OF BUDGET RESERVES—1959 


Mr. Forp. Yesterday you indicated that as of a recent date you had 
about $6.5 billion in reservations, sometimes called the impounding 
of funds. Could you give us any indication what part of those reser- 
vations are in the area of direct obligational authority and what part 
would fall in these other categories, such as authorizations to spend 
from debt receipts, contract authorizations, and revolving manage- 
ment funds? 

Mr. Srans. I will have to analyze the figures in order to get it in 
those terms, and supply for the record the amount which is being held 
in reserve in each of these categories. I would hope, Mr. Congress- 
man, we could avoid using the term “impounding” for these items, 
because there is no restraint whatever being imposed upon them. 
They are merely reserved for request when the agencies are ready to 
use the money. 


« 


(The information requested follows :) 


As of December 31, 1958, amounts reserved or otherwise unapportioned totaled 
$6,503,513,104 divided as follows: 
IE Sin iin sdidnrbitidiemiiisacmmumninaamnniiiaretel $5, 226, 315, 975 
Revolving and management funds. .o62 ace ee ee ce dices 695, 857, 223 
Authorizations to expend from debt receipts__.--------------- 499, 7138, 062 
Oontract aatiorimatiown, <1 do oS ek eae Se 81, 626, 844 


Mr. Forp. Is there any greater mandate on the executive branch 
to make available these reservations of direct obligational authority 
than there is in the other categories I mentioned ? 

Mr. Srans. I have not considered that there was any difference in 
mandate. 

UNEXPENDED CARRYOVER BALANCES 


















Mr. Forp. I think the Bureau of the Budget has traditionally done 
a fine job in preparing this annual publication, The Federal Budget 
in Brief. It has been very helpful to me over the years. In the 
issue for fiscal 1960, on page 55, I think there is a very interesting 
chart. As long as I can recall, Congress has been greatly concerned 
about the amount of unexpended balances of authority carried for- 
ward at the end of any fiscal year. On the bottom chart it is indicated 
that in fiseal year 1953, from appropriations the unexpended balance 
was $78.4 billion. At the end of fiscal 1959, that will be reduced to 
“40.4 billion. Are those figures correct 

Mr. Stans. Yes, that is right. 

_Mr. Forp. That is very substantial reduction. Is there any pos- 
sibility of reducing that further ? 

Mr. Srans. There gets to be a point at which it is extremely difficult 
to reduce this further because of the time factor which is involved in 
the procurement of many of the things the Government buys. For 
example, the weapons systems in the Department of Defense require 
advance authorizations which take in some cases 3 or 4 or 5 years to 
liquidate. I would think that, with a few exceptions, we may be 
close to a point that it will be very difficult to go below. 

Mr. Forp. In this particular area where we have had such a sub- 
stantial reduction, some $38 billion, in unexpended balances, I think 
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it is a good reflection on the action of the executive branch of the 
Government, and also the respective Appropriations Committees in 
the House and Senate, but if we go down to the next line, under 
“Authorizations to spend from debt receipts,” we see a somewhat 
different picture. What is the figure for unexpended balances in that 
sategory in fiscal 1953? 

Mr. Srans. $20.2 billion. 

Mr. Forpv. What is the estimated figure in that category for fiscal 
1959 

Mr. Srans. $26 billion. 

Mr. Forp. In that area the situation is the reverse of the previous 
one; is that not true? 

Mr. Stans. That is true, and I think it is due to the fact that there 
have been more and more authorizations to spend in this manner in 
recent years than there were in earlier years. 

Mr. Forp. Is it not also a reflection of the facts that were shown in 
the chart submitted by Mr. Brundage at Mr. Mahon’s request on pages 
112 and 113 of the earlier hearings, which indicated that the Congress 
in 1957 authorized more expenditures in this category than the Presi- 
dent requested ? 

Mr. Srans. Yes: of course, it would be. 

Mr. Forp. If the same pattern took place in the 2 subsequent fiscal 
years, that is additional evidence of why this unwholesome trend has 
dev eloped. 

Mr. Srans. That certainly would be an important contributory 
factor. 

Mr. Gary. Will the gentleman yield to me? 

Mr. Forv. Surely. 


BYPASSING THE ANNUAL APPROPRIATIONS PROCESS 


Mr. Gary. You will recall that last year a resolution was introduced 
to change the rules to take care of that situation and to require that 
all money bills be sent to the Appropriations Committee. At that 
time I had some correspondence with the Secretary on the subject; 
and if the Secretary has no objection, I would like to ask permission 
to insert at this point in the record my letter to the Secretary and his 
reply. 

Secretar vy Anprrson. I have no objection. 

Mr. Forp. I think the record which we have developed here this 
morning indicates that if all money bills, including direct obligational 
authority and these others, were channeled through this committee, 
this condition would not prevail. 

Mr. Gary. That is exactly the point. All money bills should be 
channeled through this committee, but a tendenc vy has grown up to 
bypass the committee. It would seem now that a clarification of the 
House rules is necessary. I hope that proper action will be taken 
this year to correct the situation. In fact, I have intended to introduce 
a resolution myself on that subject. 

Mr. Chairman, I have asked that correspondence between the Secre- 
tary and me be inserted in the record at this point. 

Mr. Cannon. Without objection, it will be inserted at this point. 
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(The information referred to follows :) 


Av@aust 6, 1958. 


Hon. Ropert B. ANDERSON, 
Secretary of the Treasury, 
Washington, D.C. 


DEAR Mr. SecreTary: As you know, Congress has from time to time authorized 
expenditures from public debt receipts to conduct specified programs of Govern- 
ment. The increasing frequency with which this devise is being used. particularly 
in the present Congress, has been a matter of considerable concern . On more than 
one occasion it has been the subject of debate on its merits as a means of raising 
and appropriating public funds as well as on its parliamentary and constitu- 
tional characteristics. 

It has been suggested that, when under such authority you cause Government 
securities to be sold, the proceeds of such issues are not “in the Treasury.” It 
has been suggested further that, when such proceeds are used to purchase notes 
or other evidence of indebtedness from the administrative agency authorized to 
issue such notes, the subsequent expenditure of such proceeds by the agency does 
not constitute the use of public funds for the support of the general functions of 
Government. 

It appears to me that both of these suggestions are in error, and I would first 
refer to the Constitution of the United States, article I, section 9, paragraph 7, 
which states: 

“No Money shall be drawn from the Treasury, but in Consequence of Appro- 
priations made by Law; and a regular Statement and Account of the Receipts and 
Expenditures of all public money shall be published from time to time.” 

This language makes no distinction as to the source of the money in the Treas- 
ury. It clearly provides that money in the Treasury can lawfully get out in only 
one way—by appropriation made by law. It must necessarily follow that a legis- 
lative enactment permitting money to be drawn from the Treasury is an appro- 
priation, the form, method, or the words used being immaterial. 

Next, I would expect that in the ordinary course of events, the proceeds of 
public debt issues are comingled in the general fund balance of the Treasury with 
other receipts such as tax receipts, customs, and miscellaneous income. I take 
it to be the fact that, in periods of deficit financing, when current tax collections 
fail to meet daily expenditure needs, the whole range of Government functions 
is financed from public debt proceeds at least in part. In short, the day-to-day 
operation of Government has been met to some extent by borrowed funds, else 
we would not have a public debt. This debt represents money borrowed, placed 
inthe Treasury, and subsequently expended for functions of Government pursuant 
to appropriations made by law—mostly, I might add, pursuant to appropriations 
carried in the regular appropriation bills over the years. I cannot but conclude 
that public debt receipts have been used, and are being used, to support all man- 
ner of Government activities. 

Since you are the one official having authoritative knowledge as to the public 
moneys, would appreciate from you a statement of the facts as they pertain 
tomy conclusions just cited. I would like to have your response to the following 
specific questions : 

1. Are the proceeds of public debt issues placed “in the Treasury”? 

2. If “in the Treasury”, are they commingled in the general fund balance with 
other receipts such as tax and miscellaneous income? 

3. In the Treasury statements of receipts and expenditures, are not the ex- 
penditures made under authority of the public debt transaction device reflected 
as expenditures just as are expenditures under other forms of appropriations? 
That is, are they not shown as withdrawals from the Treasury in the same sense 
a8 are withdrawals pursuant to the more common form of appropriating 
language? 

4. Is it not a fact, particularly in periods of deficit financing, that the general 
fund balance on any given day is a mixture of funds in the Treasury derived 
from many sources, including the proceeds of public debt issues, and that such 
balance is impossible of differentiation or distinction as to its derivation? 

I would appreciate your early advice and comment on the matter. 

With kindest regards, 

Sincerely yours, 
J. VAUGHAN GARY, 
Member of Congress. 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, August 12, 1958, 
Hon. J. VAUGHAN Gary, 
House of Representatives, Washington, D.C. 

My DEAR Mr. Gary: This is in reply to your letter of August 6, 1958, which 
contains a number of specific questions and observations regarding authoriza- 
tions made by Congress to expend from public debt receipts to conduct specified 
programs of the Government. 

The answers to your questions, which follow, are presented in the same order 
as in your letter 

1. The proceeds of public debt issues are placed “in the Treasury.” In other 
words, receipts from public debt issues are covered into the Treasury the same 
as all other receipts of the Federal Government. 

2. Public debt receipts are commingled in the general fund balance with other 
receipts such as taxes and miscellaneous income. The Treasury maintains one 
general cash account to which all receipts of the Federal Government are 
credited and from which all expenditures of the Federal Government are made. 

3. In Treasury statements of receipts and expenditures, the expenditures 
made under authority of the public debt transaction device are reflected as ex- 
penditures just as expenditures under other forms of appropriations. They 
are shown as withdrawals from the Treasury in the same sense as withdrawals 
pursuant to the more common form of appropriation language. 

4. The general fund balance on any give day is a mixture of funds in the 
Treasury derived from many sources, including the proceeds of public debt 
issues. Such balance is impossible of differentiation or distinction as to its 
derivation. This is true regardless of whether there is a budgetary surplus 
or a deficit. 

In conclusion, I agree with your opinion that a legislative enactment per- 
mitting money to be drawn from the Treasury is an appropriation. 

Sincerely yours, 
(Signed) Rosert B. ANDERSON, 
Secretary of the Treasury. 


Mr. Forp. Mr. Secretary, as I recall, you assumed your new respon- 
sibilities in July or August of 1957. 
Secretary ANperson. That is correct, July. 


DEBT FINANCING AND DEBT CEILING 


Mr. Forp. When you assumed that most important job, as I recall 
vou were having diffic ulty then, as you are now, with some problems 
involving the refinanci ing of our Federal debt, the debt ceiling, and 
so forth. Was it your feeling then that it might be desirable to have 
greater flexibility in the h: indling of the debt by a change in the debt 
limitation ? 

Secretary Anperson. In 1957, as the Congressman will recall, the 
Congress had made a valiant effort to reduce expenditures. We recog- 
nized that we were going to have a very tight situation between the 
expenditures that we foresaw and = debt limit. As I indicated to the 
committee yesterday, I consulted, as a newcomer, with the leadership on 
both sides of the aisle to whether i in n the waning days of 1957 we might 
reasonably expect to have an increase in the debt limit. The net result 
of those conversations was that the leadership on both sides felt that 
it probably would not be increased. Accordingly, I sent. letters to 
the House Ways and Means Committee, the Senate Finance Commit- 
tee, and other appropriate committees, pointing out that we would 
do our very best to live within the debt ceiling, but that if we were 
not able to do so we would, of course, have to ask the Congress to be 
recalled or whatever was necessary in order to accommodate it. 
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We had some pretty difficult days during that fall. We were in a 
pretty tight situation. Nevertheless, we were able to get through with- 
out increasing the debt ceiling. We did, of course, have to ask early 
in the following session that it be increased. 

As to the degree of flexibility, I have always felt that in a country 
as big as ours there ought to be some margin of working capital above 
precisely what you might estimate as the expenditures, because you 
are dealing in such huge numbers. We have felt that it would not 
be unreasonable to have $3 or $314 billion of money of this kind for 
flexibility within the ceiling. I think the reasonableness of this figure 
becomes rather apparent when you realize that normally our expendi- 
tures will run about $1.5 billion for each 5 working days. So we are 
asking for something like 10 to 12 days of flexibility. 

Then we have felt that we ought to be able to have some flexibility 
in the management of the debt because, as we go to the market for 
these refundings, we have to take into account that some people will 
not want to exchange their securities for whatever securities we offer, 
and that there will be some attrition. If we have a reasonable amount 
of flexibility, then we are not pressed quite so hard to price the 
securities at a figure where there is just almost no doubt that you will 
get your money. To this extent we have thought that a figure of 
about $3 billion debt management flexibility was in order. 

It is upon this kind of basis that our thinking generally runs, 
Congressman. 

Mr. Forp. I gather the impression from what you said yesterday 
in reference to the problem of increasing the debt limitation in cal- 
endar 1957, from what you have said this morning, and from my 
own personal recollection of several newspaper stories that I recall 
reading shortly after you assumed the job as Secretary of the Treas- 
ury—in one of them, as I remember, you said that you had called 
on the senior Senator from Virginia as Chairman of the Finance 
Committee in the Senate—that it was your own personal feeling 
that it would be helpful to you in your job to increase the debt limita- 
tion but that various leaders in the Congress had in effect said that 
it was not a practical thing to ask the Congress in the waning days 
of that session. 

Of course that requires legislative action. Is that not about the 
picture ? 

Secretary Anperson. Yes. As I say again, the leadership on both 
sides gave me that kind of advice. Whether or not if we had asked, 
circumstances would have been different, I have no way of knowing. 

Mr. Forp. It was your own personal feeling that your job could 
have been made easier if this additional flexibility could have been 
granted ? 

Secretary Anperson. Yes. As a matter of fact, I think sound 
business principles would suggest that you ought to have 10 or 12 
days of additional working capital and perhaps $3 billion worth of 
flexibility in the management. of the debt within the ceiling. 

Mr. Forp. I presume, then, if you had gotten a favorable response 
from the leaders in the Congress that the Presidential request for 
such an increase in the debt limitation would have been forthcoming ? 

Secretary Anperson. I would have made the request, yes, sir. 


Mr. Forv. I only ask that because at times I have heard people 
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say, and I thought Mr. Stans said yesterday, that the justification 
for any reservations in fiscal 1958 or late calendar 1957 was the fear 
of exceeding the then existing debt limitation. As a consequence of 
those reservations there were some holddowns in some agencies or de- 
partments pending the development of the fiscal situation, receipts 
and expenditures. 

Secretary Anperson. Yes, sir. 

Mr. Forp. At the same time, Mr. Stans has indicated that the 
justification for any reservations in fiscal 1959 right now are quite 
different. This is predicated on the failure of the agencies to specif- 
ically ask for the funds. Is that correct? 

Mr. Stans. Yes. They are not ready for them yet. 

Mr. Forp. And as far as the Bureau of the Budget is concerned if 
they do request them there is no automatic limitation by the Bureau 
of the Budget on their release? 

Mr. Srans. Unless we have reason to believe that the amounts are 
no longer needed for the purpose or are excessive for the purpose 
thev would be released. 


DEBT CHANGES—-SELECTED PERIODS 


Mr. Forp. Yesterday it was brought out, I think by the chairman 
and perhaps by one or two others, that from the end of fiscal 1953, 
the inference being that with the beginning of this administration’s 
responsibility fise ally, until the present time, the national debt had 
risen in the area of $16, $17, or $18 billion. I would like to explore 
that aspect of the thing just a bit. I have done some checking with 


those who handle the national debt down in the executive branch of 
the Government. 

I have been informed by them, and I would like to have you, Mr. 
Stans, verify it for the record, that the exact amount of the national 
debt from April 12, 1945, which is the date that former President 
Truman assumed office, that the gross debt at that time was $235.8 
billion. 

I understand the gross debt on January 19, 1953, which was the 
date that President Eisenhower assumed office, $267.3 billion. If 
my mathematics are correct that indicates that during the period 
of Mr. Truman’s oce upancy of the White House his administration 
had a gross increase in the national debt of some $32 billion. Would 
vou verify those figures for the record and if they are in error please 
correct: them ? 

Mr. Srans. I will do that. The national debt on April 12, 1945 
including gu: aranteed obligations was $235.3 billion and on January 
19, 1! 153. 3 it was $267.3 billion. 

Mr. Forp. It is sien my understanding from these officials in the 
executive branch of the Government that starting with the point of 
$267.3 billion of the national debt on January 19, 1953, until De- 
cember 31, 1958, there has been an increase to $283 billion, the in- 
crease being $15.7 billion. 

Mr. Cannon. If the gentleman will permit, these two points are 
not comparable. I cited figures for periods of 7 years each, I used 
equal time periods. The ‘period to which you refer also includes 
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some of the World War II period. Yesterday the Director cor- 
roborated the statement that I made at the time. 

Mr. Forp. Mr. Chairman, I am only asking that the facts be put 
in the record and we can each in turn make our own interpretation. 

Mr. Cannon. Yes. In view of the fact you mentioned my inquiry, 
may I say that the two are not on all fours because I gave the two 
periods of 7 years each, which were comparable, whereas those you 
mention are not. 

Mr. Foro. I agree in the total number of days there is a difference 
between the figures you are using and those I am using, but I think 
my remarks have adequately explained what I am seeking to put on 
the record. Of course, the haxwae has his right to do the same. 

Mr. Cannon. And the statement I made was just corroborated by 
the witness. And, of course, with the wide seasonal fluctuations in tax 
collections as between different periods within any given year, with 
the consequent fluctuations in borrowings, or repayments, it is also 
important to use the same day of the same month in making valid 
comparisons between years. 

Mr. Forp. I am simply saying that my facts are another approach 
to the problem. We can each have our own interpretation of all 
facts. 

What I would like to have you do, Mr. Stans, is to verify those 
facts and make any changes in the figures if I am in error. 

Mr. Srans. I will do that. The national debt on January 19, 1953, 
was $267.3 billion and on December 31, 1958 it was $283.0 billion. 

Mr. Forp. It might be well to use one of the dates, January 20, 1959, 
the full 6-year period under this administration, and the amount on 
that particular date. 

Mr. Srans. I will give that, also. The national debt on January 
20, 1959, was $282.9 billion. 

Mr. Forp. Thank you, Mr. Chairman. 

Mr. Cannon. Mr. Yates? 


DEBT CEILING FLEXIBILITY 


Mr. Yates. I would like to ask the Secretary about the debt ceiling. 

Since you have been in office you have been up against the debt 
ceiling almost constantly. I understand this has in some measure 
prevented a flexible debt operation such as you would like to have. 
How much flexibility do you think would be desirable? What re- 
tirements of the national debt do you think would be desirable? 

Secretary Anprerson. It is primarily a matter of not necessarily re- 
tirement but flexibility in order to accommodate the ways in which 
our bond offerings are accepted. 
_ We have though that a $3 billion leeway was a reasonable one; that 
is, that you would have within the debt ceiling the capacity of about 
$3 billion so that you could pay off the maturing certificates or obli- 
gations, whatever they might be. 

Mr. Yares. In other words, if the debt ceiling is $285 billion you 
would like to have the debt not exceed $282 billion at any particular 
ume. Is that your position ? 
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Secretary Anperson. It simply means this: Last year we asked 
for a $288 billion debt ceiling. We wanted $285 billion of the debt 
ceiling as a permanent debt ceiling and the $3 billion as a temporary 
debt ceiling which would expire June 30. 

Congress voted the $288 billion debt ceiling but they prescribed a 
$283 billion permanent ceiling and a $5 billion temporary ceiling, so 
that we have the degree of flexibility within those limits that we 
asked for. The only difference was that we asked for more of it to 
become a co nent debt than actually became permanent. 

Mr. Yares. I don’t know that I have had my question answered. 
Do you seek to have a differential between a permanent debt ceiling 
and the national debt as you would like to see it so that you have an 
operating cushion ¢ 

Secretary Anperson. Whether it is permanent or whether it is tem- 
porary 

Mr. Yatrrs. How much of a cushion do you like to have ? 

Secretary Anprerson. For debt flexibility about $3 billion. 

Mr. Yates. Then, answering my question, if the debt ceiling hap- 
pened to be $285 billion you would like not to have the debt exceed 
$282 billion. Is that correct? 

Secretary Anprerson. That would be correct. We would like to 
have that much gap. 


POSSIBLE FUTURE SPENDING TREND 


Mr. Yares. I read from an article which appears in the January § 
ore of the Reporter entitled “The Sham Battle Over Spending. 


‘an We Afford the Extravagance of Thrift and Drift?” The author 
reat 

Only the naive, however, would conclude from all this—or even from the 
President’s statement that he will present a balanced budget of about $77 
billion—that Federal expenditure will be cut substantially. After the cere 
monial struggle has been staged, the budget and the rate of spending will 
remain about the same. Still unanswered will be the question of whether 
this result is good enough for what the Nation needs. Yet it is of the greatest 
urgency that a full-scale debate be started on one of the most fundamental 
issues of our time, the formulation of an adequate, sensible, and long-range 
policy of public spending. 

I ask the Director of the Budget as to whether the Bureau of the 
Budget has prepared a long-range policy of public spending? 

Mr. Srans. We have from time to time asked the agencies to give 
us their ideas as to expenditures beyond the current year, but there 
has aoe no policy in the Bureau of the Budget to ask for budgets 
over a period of years. As a matter of fact, it is one of the areas 
in aae h we are conducting some research at the present time because 
I personally have come to feel that perhaps we and the Congress 
could do a better job if we had a little bit more of a longer look at the 
needs of the Government. I have become greatly concerned at legis- 
lative actions which take place in one year which have a tremendously 
greater budgetary impact in future years. 

We have a considerable number of programs which have built-in 
growth in them, and I think there is much to be said for the idea of 
taking a longer look at the financial needs of the country and the 
tax exactions from the people than just 1 year. 
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Mr. Yares. I wonder whether that is an answer to my question. 
I asked if you have formulated a long-range policy with respect. to 


public spending? Do you, for example, have any idea as to what 


the budget will be for fiscal year 1961? 

Mr. Stans. Not at this time. I think « great deal will depend upon 
the reception which the 1960 budget gets in the Congress. 

Mr. Yares. Does this mean that you operate on the basis of one 
year to the next and that you do not have established any program for 
public spending over a period of years or any projection ? 

Mr. Srans. I think it would be a little bit extreme to say that. 
I think many of the agencies on their own have programs which 
extend over a period of years. Some of them have plans over the 
next 10 years as to what they w would like to see developed in the case 
of their programs. But there is not any accumulation at this time 
of the budget expectations of the agencies for a period beyond 1960. 

Mr. Yates. Beyond 1960? 

Secretary Anperson. That is correct. 

Mr. Yates. Is this not a hit or miss approach? Should you not 
have some kind of a projection from all of the agencies as to what 
their needs will be over the next several years? 

Mr. Srans. I would be inclined to agree with you, sir, that there 
is some value in doing that. I think, however, we would have to 
recognize that there are a tremendous number of circumstances that 
can develop in the course of time that make any projections or expec- 
tations of that type completely invalid. We have seen the kinds of 
circumstances that developed since October 4, 1957, which completely 
changed the atmosphere with respect to the limits of the budget. 
That sort of thing can happen again. 

I do not disagree with you that there is some advantage in plan- 
ning longer periods ahead. 

Mr. Yares. Is that not necessary, too, not only for the Federal 
Government, but for the States and for the municipal corporations 
which now depend to some extent upon their fiscal relationship with 
the Federal Government to help their financial needs? 

Mr. Srans. I should think it would be helpful to them, too. 


ESTIMATES FOR HOUSING PROGRAM 


Mr. Yares. Is not this budget which you have projected for fiscal 
year 1960 one which has seriously impaired the financial needs of 
States and municipalities ? 

For example, are there any appropriations in this budget for an 
expanded urban renewal program ¢ 

Mr. Srans. Yes. I was just about to say that there are items 
within the budget in which longer range planning is suggested, and 
that is one. This budget proposes that urban renewal authorization 
be extended over a per riod of 6 years within certain dollar limits so 
that the local communities would have a basis of planning. 

Of course, the only way in which they can plan effectively is on 
the basis of actual authorizations by the Congress because obviously 
any statistical planning which did not have that sanction would not 
be too helpful to them. 





92 


Mr. Yates. Are there funds in this budget for urban renewal and 
for slum clearance, or are you waiting until Congress passes an 
authorization act ? 

Mr. Srans. There is a proposal in this budget for an authorization 
of $250 million for 1960, 1961, and 1962, and $200 million a year for 
the next 3 years for urban renewal. 

Mr. Yares. Is there a request for slum clearance as opposed to 
urban renewal / 

Mr. Stans. It is all treated as the same. 

Mr. Yares. Treated in the same appropriation item ? 

Mr. Stans. Yes. 

Mr. Yares. Your recommendation differs from that suggested by 
Congressman Rains in his bill, does it not ? 

Mr. Stans. You will have to refresh me on the contents of his bill. 

Mr. Yares. I am sure his bill envisions a greater appropriation for 
urban renewal among other housing requirements than has _ been 
recommended in the budget. 

Mr. Stans. I know there are other proposals for larger amounts 
than there are in the budget; yes. 


CIVIL SERVICE RETIREMENT FUND 


Mr. Yares. Is there a distinction between funds of the Federal 
Government in terms of what is a trust fund and what is not a trust 
fund? For example, is the civil service retirement fund considered 
a trust fund ¢ 

Mr. Stans. Yes. 

Mr. Yates. And when the Independent Offices Appropriations 
Committee last year recommended holding the line against a further 
deficiency accumulation in that fund, it having approximated some- 
thing like $19 billion at the time, was it not your recommendation 
that that item be not added but that the fund rely on the full faith 
and credit of the Federal Government ? 

Mr. Stans. Yes, that was my recommendation last year. 

Mr. Yares. How do you draw a distinction between that fund and 
the highway trust fund, for example, where you seek revenues by 
increases in gasoline taxes rather than relying on the full faith and 
credit of the Government through direct appropriations? 

Mr. Stans. The highway fund is a fast revolving fund in which the 
money is collected in one period from taxpayers and is immediately 
committed to be paid out to the States for contracts that they enter 
into. 

The civil service retirement fund is an entirely different kind of 
operation. Its liabilities to the beneficiaries accrue after their period 
of service to the Government and after their retirement. 

The real point about our unwillingness to include an amount of 
contribution by the Federal Government to the civil service retire- 
ment fund beyond the contributions of the employees and a matching 
contribution by the Government, plus interest which the fund earns, 
is this: Using the year 1960 as an example, the Government con- 
tributions and employee contributions, and interest earned, will add 
$1,676 million to the fund in cash. 
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The payments out of the fund are estimated at $944 million, which 
means that the fund will grow by $732 million in 1960 and will be 
about $10 billion at the end of fiscal 1960. 

To appropriate added amounts of money which would be converted 
into Government bonds in the fund is merely a bookkeeping device 
that converts the liability of the Government to the employees under 
the retirement bill from a commitment to pay them to the holding of a 
piece of paper of the Government reflecting a similar liability. In 
other words, the faith and credit of the Government is behind the 
civil service retirement fund as it stands now, and the faith and 
credit of the Government will be behind the Government bonds if 
they are put into the fund. 

There are other similar funds of the Government—the veterans’ 
pension fund and the military pension fund, which are not funded on 
an actuarial basis but are met year by year. 

Mr. Yates. But in the cases of those funds there are no contribu- 
tions by the beneficiaries. 

Mr. Stans. That is correct . 

Mr. Yates. Would not your argument be equally sound with re- 
spect to the social security trust fund ? 

Mr. Srans. The social security fund again is a contributory op- 
eration, but 

Mr. Yates. But when you say the civil service retirement fund 
should rely on the full faith and credit of the Federal Government 
can you not make the same argument with respect to the social se- 
curity fund in saying that it need not be actuarially sound but that 
when the debts come due at that time the Federal Government will be 
asked to appropriate sufficient money to pay the beneficiaries? Is 
there a distinction between the civil service retirement fund with 
respect to your argument and the social security fund ? 

Mr. Stans. There is quite a distinction, it seems to me, because the 
contributions to the social security fund come entirely from sources 
outside the Government. They are contributed by private employers 
and by employees. The Government makes no contribution to the 
social security fund. 

Mr. Yarrs. The Government has an obligation to make payments 
from the fund, does it not ? 

Mr. Srans. Yes; with the received cash as the measure of that 
obligation, plus earnings. 

Mr. Yates. Presumably, the Government has received cash in the 
civil service retirement fund. You have the obligation of the em- 
ployees and there is the obligation of the Government to match it. 
The question then is as to the difference. 

Mr. Srans. The only cash the Government receives in the case of 
the civil service retirement fund is the contribution of the employees 
and that should of course be protected. 

Mr. Yates. I suppose there is not anything to be gained by pursuing 
this further at this point except to say I do not see the difference 
between the funds. In one case you have the full faith and credit 
of the Federal Government and in the other case I would think you 
would be relying on that, too. 
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I think your argument breaks down the principle of a trust fund 
in the Federal Government. 

Mr. Stans. Let me try it another way. 

Mr. Yares. All right. 

Mr. Srans. In the case of the social security fund the money is 
contributed by the employees and the employers to the Govern- 
ment to be held in trust. 

Mr. Yates. It is the same in the civil service retirement fund. 

Mr. Srans. No, it is not the same. 

Mr. Yares. The employees, and the Federal Government as an 
employer, make the contributions. 

Mr. Srans. In the case of the civil service retirement fund— 

Mr. ‘Tuomas. Will you yield? Why don’t you lay it on the I line? 
One, you cover up the liability of the Government on the national 
debt when the money is not appropriated now. You know that is the 
reason, Why don’t you say it? It becomes part of the national debt 
and you are going to increase that debt ceiling if you appropriate 
this money for the Government’s cost this year to keep the fund 
from going further in the red. Yon can’t make the fund solvent be- 

cause as of today it is around $20 billion insolvent. ‘That amount you 
appropriate will be added to your national debt and that is the very 
reason you do not want to appropriate it. Congress has passed a 
law and says it ought to be done, and yet you negate every year 
the will of the Congress. 

Mr. CreperserG. Will you yield? 

Mr. Yates. Yes. 

Mr. Creperserc. If we are going to be honest we would not appro- 
priate $500 million but $20 billion. 

Mr. Tuomas. You have to crawl before you can walk. We will be 
satisfied if you just crawl a year or two and pay into the fund the 
Government cost for this year. After all, you have been sitting on 
your bottoms. You have not even crawled. 

Mr. Creperserc. You have been sitting with us. It seems to me you 
have to be honest about the thing. $500 million as a percentage of the 
$20 billion liability is so insignific ant you might as well forget it. 

Mr. Yates. Mr. Stans, would you w ant that? Would you recon- 
mend for or against the appropriation of $20 billion ? 

Mr. Srans. I don’t think it is necessary. 

















PROPOSED NEW GASOLINE TAX 





Mr. Yarrs. You have recommended the imposition of additional gas 
taxes for the recovery of certain revenues to help balance the 1960 
budget. I notice in this morning’s paper the State of New York is 
going to impose some taxes on g% asoline in order to obtain additional 
revenues. 

Has not the gas tax historically been looked upon as a primary source 
for State financing? Why do you now seek to take away some of the 
States’ ability to obtain revenues from this source, particularly in view 
of the fact that on the other hand you seek in this budget to have the 
States assume more responsibility for certain programs ‘of the Govern- 
ment ¢ 
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Mr. Srans. I think it is correct that the bulk of the gasoline taxes in 
the past have been levied by the States, but I would lke to point out, 
also, the fact that in the last few years there has been a tendency to- 
ward the Federal Government taking over a substantially increased 
proportion of the cost of our highway system. The Interstate High- 
way program is an example of “that. I merely submit that there is 
nothing in the precedent which should require that the Federal Gov- 
ernment not keep the highway trust fund on a self-supporting basis. 

Mr. Yares. But how are the States to finance the programs which 
this administration seeks to refer from the Federal Government to the 
States if they are not able to use this source of financing? Most of the 
States are almost up to their debt limits now. Most of the municipal 
corporations are almost up to their debt limits now. How then will 
they be able to finance the additional programs which you think they 
should assume ? 

Mr. Gary. Will the gentleman yield ? 

Mr. Yates. I yield. 

Mr. Gary. Does not the fact you are appropriating additional 
funds for roads create additional sums which the State must match 
and thereby force the States to increase taxes also? 

Mr. Yarrs. What do you say to Mr. Gary’s question 

Mr. Srans. As you know, under the Federal interstate program 
the Federal Government. pays 90 percent and the State pays 10 per- 
cent, So we are carrying a very heavy disproportionate share of that. 

Mr. Gary. But the highway fund is not only related to the inter- 
state program. It is rel: ated, also, to intrastate roads. 

Mr. Srans. That is correct. We contribute a substantial part of 
the cost of the intrastate program. 

Mr. Gary. The more you contribute the more the States have to 
match in order to get the roads, and therefore they have to increase 
their taxes. That has been our experience in Virginia, 

Mr. Srans. And the more we contribute, Mr. Gary, the more we 
have to raise somehow, either in general taxation or in highw: ay taxes. 
[ believe this fund was set up with the specific prince iple, recalling 
the Byrd amendment, that it pay its own way. 

Mr. Gary. Pay as you go. 

Mr. Srans. The budget recommendation carries out that principle. 


UPWARD TREND OF EXPENDITURES 


Mr. Yares. The budgets have increased annually since this adminis- 
tration has been in office; is that correct ? 

Mr. Stans. The total budget ? 

Mr. Yarrs. The annual budget. Is this correct? I read again 
from the articles to which I referred before : 


The Government’s expenditure shows normal and recent tendency upward. 
It may not be due to the wastefulness of public servants or the heresies of the 
New Deal and of modern Republicanisin. If George M. Humphrey could not 
cut down Government spending who can? Since 1954, the Eisenhower budget 
*xpenditures have been following the upward trend year by year rising from 
$64 billion in fiscal 1955 to $79 billion in fiscal 1959. 


35716—59—__7 
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Are those figures correct ? 

Mr. Srans. Yes; they are correct as far as they go. There was 
a decrease from 1953 to 1954 and a decrease from 1954 to 1955. 

Mr. Yates. That was due largely to the discontinuance of the 
Korean war. Is that right? 

Mr. Srans. That was a factor. There was a decrease from 1954 
to 1955 not reflected there. 

Mr. Yates. You still had the pipeline feeding the funds in many 
parts of the budget. 

Mr. Srans. Weare talking about expenditures. 

Mr. Yates. Do you contemplate your expenditures for fiscal 1960 
will be lower than expenditures for fiscal 1959 ? 

Mr. Stans. Yes, sir; about $3.9 billion. 

Mr. Yates. That assumes you get a postal rate increase, and that 
assumes, also, that you get the addition of the funds from the gas 
tax, and assumes Congress will sit dormant and pass no legislation 
that may be necessary to take care of the needs of the country. 


PROSPECTS OF FUTURE TAX REDUCTION 


May I ask you whether or not the statement which appears in the 
President’s economic report of yesterday is actually a realistic state- 
ment? He sent to the Congress his economic report, and in that 
report it is stated : 

If Government income and spending can be matched in the year beginning 
next July 1, and if tax collections are swelled by the expected growth of income 
and business profits— 

Mr. Eisenhower said : 
then, a significant additional step in tax reduction and reform can be taken 
in the reasonably foreseeable future. 

Does either the Secretary of the Treasury or the Director of the 
Budget see any hope for a tax reduction within the next year or two! 

Mr. Stans. I covered that yesterday, and I would be very glad— 

Mr. Yates. Is the answer “Yes” ? 

Mr. Srans. The answer is “Yes.” 

Mr. Yares. Do you subscribe to that, Mr. Secretary, having in mind 
the fact you want some flexibility in dealing with the national debt! 

Secretary AnpEerson. What I said to the ‘chairman yesterday was, 
in response to his question, that we would not believe that any such 
program could be developed this year. When you get to projecting 
beyond this year I think one has to be governed by the kind of spend- 
ing programs that are continued, those which may or may not be 
initiated, and the amount of revenues which we collect. 

Mr. Yates. You referred to the fact we were in a cold war yester- 
day. 

Secretary ANDERSON. Yes. 

Mr. Yares. This to justify the fact that expenditures have con- 
tinued to move upward. 

Secretary ANDERSON. Yes. 
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Mr. Yates. Do you see any diminution of the cold war in the fore- 
seeable future 

Secretary Anperson. I do not think any of us are wise enough to 
know when there will be a lessening of tensions. 

Mr. Yates. I was asking for your opinion. Do you see any? 

Secretary ANDERSON. Not at this moment. 


TAXES THROUGH REDUCING DEPLETION ALLOWANCE 


Mr. Yates. Mr. Secretary, you spoke of obtaining additional reve- 
nues through the taxation of cooperatives. 

Inasmuch as you seek this additional source of taxation, why then 
do you not open up other possible sources of taxation, for example, 
either reduction or abolition of some of the depletion allowances? 
Would you be in favor of obtaining revenues from these sources? 

Secretary ANnperson. The proposal with reference to taxation of 
cooperatives is an effort to make effective what the Congress did in 
1951. If you will recall, in that era there was an act passed which 
stated that certificates of indebtedness issued by cooperatives should 
be deductible on the part of the cooperative but should be taxed at 
the full face value by the holder of the certificate. 

The courts held you could not effectively tax the holder of a certifi- 
cate because since the certificate had no due date, had no rate of in- 
terest, it did not have a fixed value. There was no way of ascertain- 
ing the value, so that you now have the possibility in the process 
of the cooperative being entitled to take the deduction but not being 
able to tax the recipient. 

Mr. Yarrs. Assuming this is true, I wonder if you are seeking al- 
ways for additional sources of revenue. That is why you go back 
tothe gas tax asa possible source of revenue. 

Secretary ANDERsoNn. On this theory, sir: that all of us, all organi- 
titions, ought to pay some single tax. Here is one kind of organiza- 
tion in the country under the court decisions which would not pay any 
tax, neither the recipient of the certificate nor the cooperative. 

Mr. Yares. In 1950 the Department of the Treasury favored the 
reduction of the depletion allowance. Is the present attitude of the 
Treasury contrary to that ? 

Secretary AnprrsoN. It has to be appraised not only in the context 
of our overall tax structure but in the light of the national policy 
wlecting the development and the preservation of our natural re- 
‘ources, and from the standpoint of maintaining an adequacy of re- 
‘“ourees for defense purposes. From the standpoint of exploration, 
‘iscovery, development, and continued maintenance of reserves, in 
terms of historic perspective, our present system of taxation and allow- 
inees seems to have worked pretty well. 

We have for the most part about added enough reserves to take care 
ofthe increased domestic consumption. In the last 2 or 3 years we 
uave not done so. We have fallen short with all of the effort that 
lias been made to add enough to our reserves to meet increase in domes- 
‘i¢consumption. 

_ We should recall that even during such an event as the Suez crisis 
itbrought home to us very clearly the important aspect of this sort of 
‘ingtous. It has to be examined in that concept. 
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I also would say this: Beginning in 1926 the Congress initiated a 
whole fabric of depletion allowances. These are applic able not only 
now to petroleum, but they are applicable to 25 or 30 other items— 
sulfur, uranium, clay, and all of the others. I think any examination 
of this problem has to be an examination into the whole fabric of this 
thing. 

Mr. Yates. I take it that that answer means there has been a change 
of viewpoint between one Treasury representation and the other? 

Secretary Anprrson. To the extent that they made recommenda- 
tions and we have not. é. 

Mr. Cannon. Mr. Ostertag? 

Mr. Osrerrac. Mr. Secretary and Mr. Director, I want to join with 
others in paying tribute to you people for the job you have done in 
making it possible to present a balanced budget. It is a laudable 
objective and I believe it is reasonable to assume that it is in balance 
only if the revenues proposed are made available and provided that the 
expenditures or the budget items are kept within the range of the 
amaunts submitted by the administration. Any increase in “expendi- 
tures, of course, would throw the budget out of balance and any failure 
to enact taxes or provide the revenues as proposed would, of course, 
automatically cause an imbalance. Isthat true, Mr. Director? 

Mr. Stans. That is entirely correct. 

Mr. Osrerrac. A number of questions have been asked and mat- 
ters discussed, many of them ranging in the area that I had in mind. 
Mr. Yates particularly covered some of the area that has been dis- 
turbing me. For example, the trust fund with regard to highways 
was one. That is separate and apart from the budget as such, is it 


not ? 
HIGHWAY TRUST FUND 


Mr. Srans. Yes, that is a separate fund into which the highway 
fuel taxes are put and out of which the highway construction costs 
are paid. 

Mr. Osrertrac. Let us assume for the moment that the Congress 
fails to grant the added authority for the increase in gasoline taxes. 
What happens then? Does that automatically reduce the amount of 
moneys allocated by the Federal Government to the States for this 
program ¢ 

Mr. Srans. It would mean with respect to fiscal year 1960 that the 
highway fund would be short $241 million tow: ard making good on its 
commitments to the States. In the absence of an appropriation from 
general funds to cover that, I assume the situation would be that the 
Government would be in default. 

Mr. Osrerrac. In other words, there is no way by which the money 
would be borrowed as against our national debt authority and allo- 
cated ? 

Mr. Srans. I don’t know of any authority in the law to do that. 

Mr. Osrerrac. Consequently the question of the full program of 
the highway funds stands in jeopardy unless the Congress prov ides 
the addit ional revenue 

Mr. Srans. That is correct. The deficiency by the end of 1961 will 
be over $1 billion, and by the end of 1962 it will be over $2 billion 
unless there is either an increase in tax rate or a default on our com- 
mitments to the States. 
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BUDGET REVENUE PROPOSALS 


Mr. Ostertac. Mr. Secretary, in addition to the existing tax struc- 
ture which provides revenues for the support of the Government, you 
will require this year in order to maintain a balanced budget these 
proposals: Additional revenue in the postal service, additional gaso- 
line. taxes for jet fuel, aviation gasoline, and various other items. 
Despite the fact that you anticipate an increase in revenue from exist- 
ing taxes, these are absolutely necessary for a balanced budget. Is 
that correct 4 

Secretary ANDERSON. Based on our calculations, yes. 

Mr. Osrerrac. Based on your estimates / 

Secretary ANnpEeRSON. Yes. 

Mr. Osrerrac. Your fiscal year begins in July of this year. When 
would these tax revenues be necessary in order to meet their part of 
the obligation ? 

Secretary ANpERsoN. They would have to become effective, I sup- 
pose, at the end of this fiseal year, They would have to become effec- 
tive in July. 

Mr. Osrerraa. By the Ist of July / 

Secretary ANDERSON. Yes, sir. 


COLLECTION, SPENDING, AND DEBT PROCESSES 


Mr. Osrerrag. Mr. Secretary, would you mind telling us in a very 
few words just how the system of financing operates? ‘Tell us how 
the obligations of the Government are met by virtue of revenues. 

Iam sure we all realize that your revenues are received from the 
beginning of the year to the end of the year. We realize you must 
have cash available in order to make disbursements. I am sure we 
ae all aware of the fact that the billions of dollars appropriated 
to all of the Departments and Agencies are not made available to 
them the moment money is appropriated by the Congress or the 
minute the law is enacted. How does the system work? 

Secretary ANnpERSON. I can explain it probably in oversimplified 
terms this way: We normally collect more taxes in the first 6 months 
of the year than we do in the subsequent 6 months of the year. We 
therefore tend to borrow during the periods when our tax revenues 
are less and we tend to pay off those securities during the periods 
when the tax revenues come in. This is true if you operate at a 
balance. If you operate at a deficit then you are not able to pay off 
the securities which you sell in anticipation of higher tax collections 
and you simply have to add that much to the national debt. 

Now, from the standpoint of the refunding operations, we have to 
take the refunding operations as they come due. Some have been 
outstanding for quite some time and some have been outstanding for 
‘short time. In order of magnitude in this calendar year we will 

financing, or refunding, something like $50 billion in maturing 
‘ecurities. We also will be auctioning bills, which we do every 
Monday morning, at the rate of about $27 billion on an annual basis. 
The bills outstanding as of today are $30 billion, including tax 
anticipation issues. 

We have these very wide swings because in addition to the normal 
period the taxpayer has certain options under which he can pay his 
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taxes. We are never quite sure how the taxpayer is going to exercise 
the option, so this will make a difference in the rate at which we collect 
our taxes. We then had to maintain a day-to-day contact with the 
departments of the Government to anticipate wh: at they think their 
expenditures are going to be over the next month; what our tax réve- 
nues, tax collections, will be over the next month, what kinds of secu- 
rities we are going to have to refund during that period, and this 
becomes a matter of just living daily with the problem of being sure 
you have the funds on hand. 

I think it lends emphasis to what I said earlier, that in the Govern- 
ment and in an operation of this size, we feel to hhave on hand under 
the debt ceiling, say 12 or 15 days of working capital, is not an unrea- 
sonable requirement because, as I said a few moments ago in response 
to some question, while there are considerable fluc tuations we average 
spending about $1.5 billion from Monday morning until Friday night, 
and we constantly have to be sure that we have enough money. 

Mr. Osrertag. Does the Bureau of the Budget exercise any control 
over the allocation of funds as between the Treasury and the depart: 
ments themselves: in other words, does the Bureau of the Budget 
exercise authority as to time and need for such funds? 

Secretary Anperson. I would not say so. What we do, of course, is 
to deal directly with the agency. 

Mr. Osrertrac. I understand and now I would like to turn for just 
a moment again to the subject of trust funds. 

Secretary Anperson. May I interrupt for just a moment? 

Mr. Osrerrac. Yes. 


Secretary Anperson. Mr. Chairman, we have a set of charts on this 


fluctuation of payments and how this thing operates, and if at some 
time the committee would like to have our expert in the field come up 
and give you more elaborate details, we would be glad to have the 
chairman indicate it and we would be glad to bring them. We did 
not bring them on this oce asion because they are bulky. 

Mr. Cannon. Information is always welcome, Mr. Secretary. 


SOCIAL SECURITY TRUST FUND 


Mr. Osrerrac. Now, referring to the trust fund, T note in the table 
on page 53 of the br ief that the expenditures for old age and survivors 
insurance and social security this year will be $10.6 billion, and that 
the receipts are going to be approximately $10.5 billion. What hap- 
pens if the expenditures are ahead of these receipts? After all, this 
isa trust fund. Is there any authority for the use of funds from the 
General Treasury ? 

Mr. Stans. No, sir. 

There is a very large balance in the trust fund and the balance 
merely decreases slightly as the result of this $100 million difference. 

Mr. Ostertac. In other words, you have a substantial balance? | 

Mr. Srans. A very substantial balance. In 1961 the tax rates will 
be such that the fund will continue to increase. 

Mr. Yares. In the event that that balance is dissipated, is there an 
obligation on the Federal Government to pay benefits from general 
appropriations in the event there is not sufficient income from the 
payments by those who have to pay into it, the employers and the 
employees? 
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Mr. Stans. Which fund are you speaking of ? 
Mr. Yates. The social security fund. 
Mr. Srans. Of course, the fund is soundly funded on an actuarial 
basis, so it is difficult to conceive there might not be a balance. The 
total at June 30, 1960, in the fund will be $21.5 billion, and the taxes 
do go up in steps over a period of years. 

Mr. Yares. I can visualize a time when this fund might be dissi- 
pated. My question is, Assuming it is dissipated, w ould there be an 
obligation on the part of the Federal Government to make up any 
deficits by general appropriations ! 

Secretary Anperson. I am not sure on that point. You will re- 
member last year Congressman Mills had some hearings based upon the 
fact the tax rates were not adequate, and Congress increased those 
rates, Which will go into effect this January. 

Mr. Yates. Suppose Congress had not done it and the money ran 
out, would there be an obligation on the part of the Federal Gov- 
ermment to make up any deficit by general appropriations ? 

Secretary ANpersON. I am sure that there would be a moral obliga- 

tion if not a legal one. 

Mr. Osrerrac. There is no particular statutory authority for that, 
isthere ¢ 

Secretary ANpERsoN. Not that Tamaware of. I would not want to 
say so categorically. 
























HIGHWAY TRUST FUND 










Mr. Osrerrac. Turning to the highway trust fund again, Mr. Stans, 
[notice on the table of trust funds where we will spend $3.1 billion 
and the receipts are anticipated at $2.9 billion. Does that $2.9 billion 
include the proposed gasoline tax ? 

Mr. Stans. Yes, it ‘does. 

Mr. Osrertaa. In other words, the expenditures are going to be in 
excess of the receipts even with the proposed tax ? 

Mr. Srans. That is correct. 

Mr. Osrerrac. How much money is in that fund now ? 

Mr. Stans. At the end of the 1958 period there is $1,049 million in 
the fund—at the end of the fiscal year 1958. 

At the end of 1959 there will be $639 million and in 1960, without 
the revenues, it will be deficient by $241 million. 
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SERVICE RETIREMENT FUND 












Mr. OsrertraG. In connection with the trust funds, and referring to 
the employees’ retirement fund, receipts are estimated at $1.7 billion, 
wccording to the table, and the expenditures at approximately $1 bil- 
lion. That is in line with the figures you quoted a few moments ago. 

Mr. Srans. Yes. 

Mr. Osrerrac. I believe you made some reference to the fact that 
there are no additional funds except those that are actually required 
this year to meet the Government’s matching obligation to the em- 
ployees” retirement fund. Is there any interest involved in the appro- 
priation this year 

Mr. Srans. Well, the fund earns interest on its holdings in Govern- 
hent bonds. 

Mr. Osrertac. You are paying that this year the same as last year ? 
Mr. Srans. Oh, yes; of course. 
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LEASE-PURCHASE CONSTRUCTION PROJECTS 


Mr. Osrerrac. I have only one more matter. 

Yesterday discussion took place with regard to the lease-purchase 
program. Asa member of the subcommittee of which my good friend 
Mr. Thomas is chairman, the Independent Offices Subcommittee, I am 
interested in having on the record all of the facts in the case, particu- 
larly as they relate to the Bureau of the Budget’s part in connectron 
with the control or use of these funds. 

As I recall, the law did expire at which time there were several 
pending projects which had been approved for construction under the 
program but not yet started, and the question arose as to whether 
those projects should continue under lease-purchase, or whether they 
should be built under direct. appropriations methods. 

If there be no objection, I would appreciate your statement being 
inserted in the record reporting completely what the status was insofar 
as the Bureau of the Budget was concerned. 

Mr. Stans. I will be happy to prepare one. 

Mr. Tuomas. I object tothat. If he wants to change his testimony 
from yesterday I would like to be here and hear it. T do not want to 
give him the authority to go out and write whatever he wants to with- 
out a right of cross-examination. 

Mr. Osrerrac. I had no thought of changing the record. I am 
merely asking that he be given an opportunity to supplement it so 
that the story is complete and the picture clear. 

Mr. Tomas. If you want to talk to him about it now, fine, but I 
object to him making any ex parte statement. He had a full oppor- 
tunity yesterday to explain it and he sure did not. 

Mr. Osrertac. Mr. Stans, will you kindly review the brief part that 
the Bureau of the Budget had in the matter of authorizing and making 
possible the continuation of the projects under lease-purchase as it 
related to the 1959 budget ? 

Mr. Stans. The Lease-Purchase Act became effective on July 22, 
1954, and it expired, as Congressman Thomas pointed out yesterday, 
on July 22, 1957. On February 11, 1958, I understand that the 
chairman, Mr. Thomas, requested the General Services Administration 
not to bind the United States on any more of these lease-purchase con- 
tracts. My first knowledge of that incident was on approximately 
March 5, at which time I was not the Director of the Bureau of the 
Budget but the Deputy Director of the Bureau of the Budget. 

Mr. Thomas telephoned me on March 5 and asked me, in the words 
of the committee report, not to force the Administrator to enter into 
any commitments for lease-purchase that would obligate the United 
States. I discussed the telephone call from Congressman Thomas with 
the Director of the Bureau of the Budget, and with Mr. Floete, the 
Administrator of General Services, and I believe Mr. Floete had other 
conversations at the White House. 

On the basis of my discussions I told Mr. Floete I would not ask 
him to stop going ahead on the projects. At that time 

Mr. Tomas. Just a minute. Right there, do you mean by that 
statement that Mr. Floete wanted to continue with the lease-purchase? 
Can you give us an answer to that ? 

Mr. Stans. I do not know what Mr. Floete wanted to do. 

Mr. Tuomas. Mr. Stans, you know good and well 

Mr. Osrertrac. I donot yield. 








Se 


id 


ey 
ng 


‘ar 


ny 
to 
th- 


im 
SO 


Or- 





103 


Mr. Tuomas. Go ahead and finish. 

Mr. Osrerrac. I want to give the Budget Director an opportunity 
to state his case. 

Mr. Cannon. The witness will proceed. 

Mr. Srans. At that time, Mr. Chairman, there were 29 projects 
being pr ocessed under the lease-purchase law. 

Mr. Tom As. But not one of them approved. 

Mr. Srans. All these projects, Mr. Thomas, had been approved by 
the Committee on Public Works of the Senate— 

Mr. Tuomas. But not a binding obligation had been enacted, 
entered into by the Government. 

Mr. Stans. All of these projects had been approved under the pro- 
cedures prescribed in the law by the Committee on Public Works of 
the Senate and the Committee on Public Works of the House in de- 
tails that included the estimated cost of the projects. 

On March 5, when I received the telephone call from Mr. Thomas, 
invitations for bids had been received by the Administrator of GSA 
for the financing of the projects on all but three, and the time for 
acceptance or rejection of the bids was approaching rapidly. Invita- 
tions for bids on construction had been advertised in all but 11 cases. 
I understood from Mr. Floete he was greatly concerned about failing 
to act, among other things, for the reason he was threatened with 
some damage suits if he did not go ahead. In any event, in the face 
of the lease- purchase law enac ted by the Congress, and in the face 
of the authorization by the Public Works Committees, and the status 
of the projects, I told Mr. Floete I would not ask him to discontinue 
hts activities and that I thought he ought to go ahead. 

Mr. Tuomas. Thank you. 

Mr. Cannon. Mr. Evins. 

Mr. Evins. Returning to this subject which I thought had been 
fully covered yesterday, you seem to be very familiar with all of the 
details as to costs and so forth, but you did not state you were familiar 
with the report of the Comptroller General. You pointed out that 
there were enormous increased costs following these lease-purchase 
plans. This is not the report of Congress that I have. This is not 
the report of the General Services Administration, it is the report of 
the Comptroller General, who made a study evaluating both methods, 
and he points out in the report enormous increased costs by following 
the lease-purchase plan. You did not seem to be familiar with that. 

Mr. Srans. Well, I said yesterday I was not familiar with the par- 
ticular figures, or the particular report. I am quite aware of the fact 
that there is a substantial difference of opinion as to the desirability 
of the lease-purchase program. 

Mr. Evins. I want to say for one that I am interested in the proj- 
ects being under way and constructed. I was for either plan to get 
the job done, but we were talking about the matter of economy. If 
you had wanted to economize, the Bureau of the Budget, the eco- 
nomical way to have done the job was under the traditional method 
of direct appropriations rather than by the lease-purchase plan, as 
pointed out by the Comptroller General. 

Mr. Floete going ahead probably expedited the matter of construc- 
tion of some Federal buildings. However, I again repeat that, on 
the matter of economy, the Bureau of the Budget did not proceed in 
the most economical manner. 
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Mr. ‘Stans. I would just like to say one thing—the major part of 
the difference in cost between lease-purchase and direct construction is 
of course the taxes paid on the properties to the local communities. 

Mr. Evins. Yes, and interest rates and other items of cost. 

Mr. Stans. Interest rates are somewhat higher. 

(CLERK’s Notr.—By direction of the chairman, the following letter 
from the Budget Director, subsequent to the date of these hearings, is 
included at this point :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., January 26, 1959. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, House of Representatives, Washing- 
ton, D.C. 

My Drar Mr. CHAIRMAN: When I appeared before your committee on January 
20 and 21, I was questioned at length by Mr. Thomas concerning the award of 
certain lease-purchase contracts by the General Services Administration. 

Since Mr. Thomas’ questions were addressed to me personally, I answered him 
fully with respect to my part in this matter, beginning with March 5, 1958, 
when he first telephoned me. In substance, I testified that the General Services 
Administrator had expressed concern with respect to the position of his agency 
because of the fact that bids for financing had been received and opened for all 
but three projects; and that I did not believe the Bureau should, under the 
circumstances, tell him not to proceed to make awards of contracts, considering 
that these projects had already been approved by the Public Works Committees 
of the House and Senate. 

My testimony before your committee is, I believe, a correct statement of my 
own part in this matter. However, as I testified, I was not Director of the 
Bureau at the time of the various discussions with Mr. Thomas and with Mr. 
Floete. In order that the record may be complete, I am attaching a copy of a 
letter written by Mr. Percival Brundage, who was then Director of the Bureau, 
to Mr. Floete on March 138, 1958. 

Sincerely yours, 
Maurice H. Srans, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 13, 1958. 
Hon. FRANKLIN G. FLOETE, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. FLOETE: With reference to your question concerning the acceptance 
of financing and construction bids on certain approved lease-purchase projects, 
you should proceed forthwith to accept contracts that are presently authorized. 
This is in accordance with the policy of the President as expressed in his budget 
message, and in subsequent statements by him concerning actions to be taken by 
the administration to expedite the construction of authorized worthwhile proj- 
ects. It is also in accord with the resolution passed by the Senate on March 12, 
1958, and a similar one approved by the House Public Works Committee and 
now pending in the House of Representatives. 

Sincerely yours, 
(Signed) Perrcrvat F. BRUNDAGE, 
Director. 
BUDGET BUREAU APPROPRIATION AND PERSONNEL 


Mr. Evrns. Mr. Director, this committee and the Budget Bureau, 
and all the members of this Committee are interested in proper 
economy and sound economy and we want to work and cooperate to 
that end, but it seems to me that it would be fine for some of those 
who preach economy the most to practice some better economy than 
was here demonstrated. The Budget Bureau’s own budget has been 
increased by approximately 10 percent, almost exactly 10 percent for 
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the next year over the past year ; $4,205,000 to $4,665,000. The Presi- 
dent in his state of the Union message spoke of “rigid economy” and 
“austerity”. He used the word “austerity,” yet despite that both the 
Bureau of the Budget and the White House have submitted to the 
Congress and this Committee increased budgets. Both of these ex- 
ecutive units are the very ones who are speaking the loudest for 
economy. They are not practicing it in their own shops. It seems to 
me that you are not setting the proper exampie of practicing economy. 

The President’s own budget has been increased by about 35 percent 
over last year, from $75 million to $97 million. 

As I understand the chairmen of the subcommittee and the full 
committee, they are not opposed to the Bureau of the Budget and 
the President having all of the help and staff that they need. I am 
for it. But you are talking about rigid economy and austerity when 
you are not practicing it yourselv es, 

Mr. Srans. May I answer that question? I think the gentleman 
has the wrong figures. The Bureau of the Budget’s figure for 1959 
is $4,205,000, but that does not include the pay increase in 1959, which 
adds $384,000 to it, making the total $4 ¥589,000 as the 1959 ¢ ost. The 
1960 figure is $4,665,000. 

Mr. Evrns. They are substantially the same. You get different 
figures at different points in the budget. 

Mr. Srans. May I say there is no increase in personnel planned for 
the Bureau of the Budget for 1960, and we are operating on ap- 
proximately the lowest level of personnel in the last. 15 years. 

Mr. Evins. The Bureau of the Budget has in excess of $4 million 
to be able to hand this budget to the committee of Congress to evaluate 
it, and the committee has about $500 000 appropriations to study the 
matter and analyze it, so you can see some of us are at a direct, dis- 
advantage, $500,000 compared to $4 million, when you look at. the 
budget stric tly on a money basis. 

Concerning personnel, Mr. Director, it is rather interesting to note 
that on page 12 of the appendix, dealing with personal services, to 
which you referred, that some 213 of the 455 people you actually 
employed in 1958 were grade GS-13, or above—in the $10,000 or 
above bracket. In this area, the Bureau of the Budget t did better 
than even the President himself. The President has 35 out of 275 
employees at the White House in the GS-13 category, so the Bureau 
of the Budget has the highest paid personnel percentagewise of any 
department of the Government. 

The Comptroller General’s Office, which is the arm of the Congress, 
runs considerably lower in average. 


“STRETCHOUT OF CERTAIN CONSTRUCTION PROJECTS 





Mr. Secretary, the Budget Bureau, of course, depends upon in- 
creased revenues from taxes, this in turn depends upon improved eco- 
nomic conditions. But it seems to me from my limited observation 
of the budget that you are cutting in the very areas that produces 
income for the Government. 

Mr. Stans said a moment ago, and it is emphasized in the budget, 
that. your expenditures are to ‘be cut by $3.9 billion. It seems to me 
that. expenditures are being increased in many areas, and that the 
things that are being cut are our national assets—programs that 
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produce revenue—great public works programs, highway programs, 
hospital and housing, and the like. These programs produc e physical 
assets of the Government. These are the things that produce a better 
economy for our country—and make for prosperity. These are the 
things that. bri ing about increased taxes and more income. These are 
the items that are basically cut in this budget by $4 billion, as I evalu- 
ate it. You are cutting the items that help build our domestic 
economy—not. expenditures. There seems to me to be a little con- 
tradiction here. 

Mr. Stans. Pardon me. May I ask a question? Was the gentle- 
man here yesterday when I went through the table? I think the 
description of the $4 billion reduction is quite different from what 
you have discussed. 

Mr. Evins. I was not here for all of your statement, but I have read 
the Director's statement and noticed that you point out on page 6 the 
items that constitute your proposed reductions. TI see how you have 
analyzed it. I am analyzing it in a little different way. You are 
cutting items that really bring about a prosperous economy for our 
country. It may be that we have reached a peak where we have need 
to have a little tapering off, but it seems to me you are cutting pro- 
grams for hospitals, Federal buildings, great public works programs, 
and those items that contribute to building a strong economy, and 
that amounts to about $4 billion. 

In one part of your statement you state : 

The new water resources projects authorized for starting in 1959 will be so 
spread out as to schedule initiation late in the year, wherever practicable, and 
in a few cases construction will be deferred until the fiscal year 1960. 

Also you say on page M-60: 


The budget contemplates stretching out construction on some projects under- 
way where it can be done without stopping work on the projects. 

Can you explain your stretchout and carryforward and slowdown 
proposed i in this budget on things that build a strong economy ? 

Mr. Srans. Yes, Mr. C ongressman. 

The level of expenditures for water resources projects without ~ 
initiation of any new starts in 1960 will be higher than at any ye 
in our past history of the country and will be still higher in 1961 
and still higher in 1962. Now, within the objective of a balanced 
budget, our suggestion was that we initiate first of all no new projects 
in the fiscal year 1960. 

Mr. Evins. With one exception. I notice that you recommended 
the Fryingpan project in Colorado. 

Mr. Srans. We merely recommended that it be authorized, but that 
no amounts be appropriated at this time until the financial situation 
was more favorable. 

In answering your question with respect to the word “stretchout,” 
you may rec all that a year ago there were substantial additions to our 
public works projects voted by the Congress and efforts were made 
to accelerate going construction. The effort here in this budget pro- 
poses merely to remove the acceleration and advance them on a more 
normal basis in point of time. 

Mr. Evins. Of course, I know you recognize, Mr. Stans, projects of 
this nature are the very type of projects that build a strong economy 
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and a prosperous country which in turn brings about increased reve- 
nues for the Government. 
Mr. Srans. I think the question is how much of them we can afford 
at any one time. 
SOURCES OF BUDGET RECEIPTS 


Mr. Evins. Mr. Secretary, regarding our sources of revenue, it is 
rather interesting to note that in the table on page 925, which tabu- 
lates the source of Government rec eipts over the past 10 years, from 
1948—if my figures are correct—the individual income-tax payer has 
contributed 38 percent of the Federal rec eipts while corporate-tax 
payers accounted for 28 percent of the Federal receipts. 

If your chart on page M-12 is correct, in 1960 you expect individual 
taxpayers to contribute 58 percent of the total while the corporations 
will contribute only 28 percent. In this 10-year period taxes paid by 
individuals have risen from $15 billion to $40 billion, whereas for 
the same period taxes by corporations have risen from only $11 billion 
to $21 billion. 

I believe, although the years from 1955 to 1958 were the years of 
greatest corporate profits in history in our country the taxes from 
corporations have not materially increased along with the taxes from 
individuals and I think that is a point that might well be pointed out 
for the record. Do you want to comment on that, Mr. Secretary ? 
If so, it would be appreciated. 

Secretary Anperson. I cannot comment particularly with reference 
to the figures which the Congressman has read because I do not have 
the same tabulations before me. I think if one looks at corporate 
profits over a 5- or 6-year period, in 1953 they were $38.3 billion; in 
1954, $34.1 billion: 1955, $44.9 billion: 1956, $45.5 billion : and in 
1957, $43.4 billion, and in 1958, $36.5 billion. We are now, as I 
pointed out, estimating the cor porate profits for the fourth quarter 
of this year, on an annual rate, will be about $44 billion. We are 
judging that corporate profits will increase on an annual rate to the 
next year at about $3 billion. 

Mr. Evrns. As you pointed out yesterday, it depends from which 
point of view you relate it, but I rel: ated it from the past 10 years, 
which would include part of the previous administration. 

Secretary Anperson. Yes. 

Mr. Evins. Individual income taxes have tremendously increased, 
whereas corporate taxes have not increased proportionately. 

Secretary Anperson. The rate of personal earnings, of course, has 
gone up substantially on the part of the individual. 

(The information referred to is as follows :) 
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Personal income and fcorperste profits, 1950-59 


Amount | Pereentage changes 
year to year 


Calendar year 
Personal Corporate 
income profits Personal | Corporate 
(billion (billion income profits 
dollars) dollars) 


a 


1950_-.- satiny - ; — = 228. 
1951 i . ean aaa ira 256. 
1952... : ‘ ss pease wee ii i 273. 
1953 . : ; ‘ 2R8. 
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1955__ othe ‘ a aa 310. 
1956 _- ‘ : =a | 330 
RO che osis ‘ : + i ; ‘ aaa 347. 
aes : 35 
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Percentage changes: 
1959 over 1950 
1959 over 1951_- 


1 Preliminary. Council of Economie Advisers. 
2 Budget assumptions. 


Source: U.S. Department of Commerce. 
Mr. Evins. Thank you. 
PROPOSED REVOLVING FU NDS 
Mr. Director, just as a matter of information, I think that it might 


be valuable to our Subcommittee on Public Works Appropriations 
later if you would give us a little information. You mentioned that 


you Brngosed that ‘the Bonneville Administration, the Southeastern 


Power Administration, the Southwest Power Administration, and 
possibly others, go on a revolving fund basis; that they be put on a 
revolving fund basis. I wonder if you could tell us in general terms 
just. wh: at kind of a revolving fund your system proposes and what 
you have in mind as to how these agencies will operate in the future. 

Mr. Stans. Well, we have in mind their operating expenses be paid 
out of their operating receipts. At the present time the revenues from 
these operations go into the miscellaneous receipts of the Treasury. 
There is no matching in the budget or in the accounting system of the 
Government of the receipts and the expenditures that are required to 
generate the receipts. We propose here, as in the case of other busi- 
ness-type operations of the Government, that the receipts and the ex- 
penditures be carried through a single account and that the net cost 
of operation, or the net revenues, be the single figure shown in the 
budget. 

Mr. Evins. Does that indicate a point of view on the part of the 
Budget Bureau for a more flexible policy toward the operation of 
these several power producing and marketing agencies in the handling 
of their funds? 

Mr. Stans. It isnot intended to affect the method of operation at all. 
It merely intends to simplify the bookkeeping. 

Mr. Evins. Thank you, Mr. Chairman. 

Mr. Cannon. The committee will stand adjourned until 2 o’clock. 
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AFTERNOON SESSION 
Mr. Cannon. The committee will bein order. Mr. Bow. 
APPROPRIATIONS FOR BUDGET BUREAU AND WHITE HOUSE 


Mr. Bow. Mr. Chairman. 

Mr. Director, my friend from Tennessee went into the question of 
the Bureau of the Budget and the White House being for economy, 
and indicated that perhaps the budget requests for the Bureau : and the 
White House had been raised. Will you comment on that and give us 
the facts ¢ 

Mr. Stans. Yes; I shall be happy to. As I said earlier, the Bureau 
of the Budget request for its own operations in fiscal 1960 is up about 
$60,00 over 1959 [ Note: Correct figure is $75000], or about 114 per- 
cent, and that is based entirely on “holding the same number of per- 
sonnel. As I said, we are operating now with around 425 people, 
which is considerably lower than the number in the Bureau at the 
beginning of 1953 and within a few people as low as it has been in 
about 15 years. 

In the case of the White House Office, taking into account the 
Executive Mansion and grounds and the appropriation for special 
projects, the budget calls for a slight increase in dollar amount but a 
decrease of one person in average employment in 1960 as compared 
with 1959. For 1959 there is a decrease of 7 people on the average 
from 1958. 

I think that answers your question. 

Mr. Bow. Yes, thank you, Mr. Stans. 


APPROPRIATIONS FOR LEGISLATIVE BRANCH 


We also hear a great deal of talk about economy from another 
branch of the Government, and that is the legislative branch. On 
page 19 of the 1960 budget, under the legislative branch, I find this 
language: 


In accordance with the provisions of the Budget and Accounting Act of 1921, 
as amended, the budget for the legislative branch of the Government is prepared 
by that branch and is printed in the budget document without revision. 

I call your attention to the fact that under expenditures, for the 
legislative branch, the 1958 actual expenditures were $98,757,000; 
expenditures, 1959 estimate, $119,245,000; 1960 estimate, $152,225,000. 
That is about a 28-percent increase in 1960 over 1959. So when we 
hear talk about economy in expenses of the White House and the 
Bureau of the Budget, I think we had better keep in mind the trend 
of the legislative branch budget. 

Mr. Evins. Will the gentleman yield ? 

Mr. Bow. I yield. 

Mr. Evins. Is it not true that the legislative budget is up because 
of the House Office Building and the renovation of the ( Capitol, which 
had not been repaired in two decades? That is a substantial figure 
which causes the increase for the legislative branch. 

Mr. Bow. That is part of it, but I am certain other things have 
gone up as well. Of course, you have the building projects, and I 
might add there is some question about them. Nevertheless, the 
legisl: ative budget has gone up percentagewise higher than the ones 
that the gentleman from Tennessee referred to. 
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Mr. Director, as I understand it, that budget is submitted by the 
legislative branch and it is not subject to review or change by the 
Bureau of the Budget; is that correct ? 

Mr. Stans. That is correct. We do not change the budget of the 
legislative branch. 

Mr. Taser. Will the gentleman yield ? 

Mr. Bow. I yield. 

Mr. Taser. I wonder if the gentleman from Illinois realizes that 
in the neighborhood of $10 million or $15 million was spent to build 
a new roof over the House and the Senate within the last 10 years. 

Mr. Bow. That is all I have, Mr. Chairman. 

Mr. Cannon. Mr. Marshall. 


BASIS FOR AGRICULTURAL ESTIMATES 


Mr. Marsuaun. Mr. Stans, it will not be my purpose to go into 
the agricultural end of this program in detail because we shall be 
doing that more completely. However, there were some statements 
you made in your presenti ation which intrigued me. 

On page 7 of your report you say, as a justification for asking for 
less funds for Commodity Credit Corporation, that— 


Further, yields of farm crops in calendar 1959 are estimated by the Department 
of Agriculture to be lower on the average than the record yields of 1958, with a 
resulting drop in farm price support payments. 

Did you take into consideration that the 1958 crops will be quite 
largely delivered to Commodity Credit in ae fall of this year, 1959? 
Was that taken into consideration ? 

Mr. Srans. 1958 crops will be delivered all through the period begin- 
ning with the completion of the harvesting of the crop and will run 
into fiscal 1959: that is right. The estimates on crop yield, time of 
delivery, and all that, are prepared by the experts in the Department 
of Agriculture. We review them, but we do not change them. These 
are their estimates, taking into account not only the probable yield 
per acre but also the withdrawal and termination of the acreage reserve 
and the increase in the conservation reserve. These are their estimates 
of total farm output that would be covered under the price support 
program. 

Mr. Marsnatn. IT am glad you mentioned the acreage reserve, 
because it was the intention or purpose of the acreage reserve, of course, 
to help to bring our production in line with our markets. That pro- 
gram, as you have stated, ends this year. 

Mr. Stans. That is correct. 

Mr. Marsnatyi. With that program ending this year, we will not 
have the benefit of that in 1959 as far as the control of production 
is concerned. 

Mr. Stans. No. You will have a partial offset by reason of the 
fact that the conservation reserve increases in 1958 and 1959, picking 
up some acreage, but there will be a net decrease in the total number 
of acres covered by the soil bank program. 

Mr. Marsnaty. However, many experts have been saying that with 
the change of direction of the program whereby price supports will 
be given “to people there is no longer a necessity of staying within 
acreage allotments on corn, for example, and that many, many more 
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loans will be made in 1959 than in the calendar year 1958. I assume 
all those things were taken into consideration. 

Mr. Stans. The estimates, sir, were prepared, as I said, by the De- 
partment of Agriculture. Our people reviewed them and are satisfied 
that they present reasonable estimates. I think we all have to bear in 
mind that weather conditions and other factors that influence yield one 
way or the other can make this figure as much as a billion dollars or 
more too high, and could make it a considerable amount too low. It is 
the best estimate which can be made in an area which is extremely 
difficult, as I am sure the gentleman realizes, to predict in advance. 

Mr. Marsuauu. No doubt there has been difficulty in predicting the 
agricultural expense. I am afraid that our estimates and actu: il ex- 
penditures of the Department of Agriculture have been greatly under- 
estimated in the past. I am pursuing this because I w ‘ant to be sure 
that you did consider all those things. It is rather embarrassing, I am 
sure, both to you and to us, when these costs continue to go up. That 
has been pretty much the pattern in the last few years. 

Mr. Srans. I think our interest is not only in preparing a budget 
which balances, but in seeing that it works out toa balance. I think it 
would be foolhardy not to recognize the full reasonable potentials of 
the price-support costs. That is the effort which has been made here. 
Beyond the facts which I have given you, the principal one which comes 
tomy mind is that the 195 8 crop, which caused the extremely high level 
in the present fiscal year, was about 11 percent above any previous 
year in yield. The Dep: isha of Agriculture does not believe that a 
similar level will be reached in the next crop. 

Mr. Marsuatu. Which, of course, is a matter of estimate. 

Mr. Stans. Just as the revenues of the Federal Government are diffi- 
cult to estimate. 

Mr. Marsuauu. There is one part of your statement that I would 
like merely to call your attention to because you are in an important 
position in working out these things. You are talking about a resulting 
drop in farm price-support payments. It seems to me, Mr. Stans, that 
the records which the Department of Agriculture has will show that 
the lowering of price supports, as such, had no effect upon the produc- 
tion, unless it brings about an increase. The assurance of the price- 
support program causes farmers to step up produc tion. Experience 

shows the Government will have to make provision for taking over 
more commodities under a program where you have a lower price sup- 
port than it will under a high price support. 

Mr. Stans. Perhaps the gentleman misunderstands the language in 
my statement. What is meant here by the “resulting drop in farm 
price-support payments” was not referring in any way to any pro- 
posal to reduce the percentage of payment. This merely implies that 
with the lower yield per acre, the total payments under the present 
laws will be less for crop support. 

Mr. Marsuauu. If by some circumstance the production would in- 
crease this 10 percent rather than drop below the 10 percent which 
you are mentioning, then, of course, on the basis that the budget is 
presented, it is a foregone conclusion that it would be out of balance. 
[t could not. be otherwise. 

Mr. Srans. If the crop levels result in price-support payments in 
excess of what we have in this budget, there will certainly be a deficit. 


35716 59 





112 
EMPLOYEES IN THE DEPARTMENT OF AGRICULTURE 


Mr. Marsuauu. There is one other thing I might mention to you 
and ask you about. How many new positions does this contemplate 
adding under the Department of Agriculture ? 

Mr. Srans. The 1960 budget provides 563 new positions in the 
Department of Agriculture above the 99,841 employees that they are 
expected to have on the rolls at June 30, 1959. Those positions are 
very largely due to the new law requir ing mandatory poultry inspec- 
tion. Other than that, the employment in the Department of Agri- 
culture is expected to hold approximately level. 

Mr. Marsuaut. Is there any department in the Government which 
has shown as much increase under this administration as the Depart- 
ment of Agriculture has ¢ 

Mr. Srans. I do not know, sir. I would have to look at the figures 
specifically to be certain of that. There is an overall decrease in 
civilian employment since the beginning of 1953. Most of it comes 
from the Department of Defense. All I can do is submit a further 
answer for the record if you would like it, after checking the tables. 

Mr. Marsuauy. That would be sufficient. 

Mr. Srans. Fine. 

(The information requested follows :) 

Employment for the Department of Agriculture estimated in the 1960 budget 
for June 30, 1960, is 34,474 over that of January 31, 1953, an increase of 52.2 
percent. The Post Office Department which estimates an increase of 61,654 
in the same period has a larger absolute increase than the Department of 
Agriculture. Percentagewise the following agencies show an increase in excess 
of that of the Department of Agriculture between January 31, 1953, and June 30, 
1960 : 

Department of Health, 

Export-Import Bank 

Federal Home Loan Bank Board 

National Science Foundation- 

Small Business 
Mr. Marswauu. Thank you, Mr. Chairman. 
Mr. Cannon. Mr. Jonas. 


NEW PROGRAMS IN 1960 BUDGET 


Mr. Jonas. I have only one question, Mr. Chairman. 

Mr. Director, does the budget include any new spending programs 
which have not previously been authorized by Congress? TI do not 
mean the housing program, but any completely new projects. 

Mr. Stans. There are three proposals for new legislation to author- 
ize new programs that are not in existence at the present time. One 

a program for area assistance. By that I mean assistance to areas 
of chronic depressed employment. The proposal is that a program 
at a level of $55 million a year be enacted. 

The second program is one for aid to airports, beginning at a first- 
year level of $65 million and limited generally in scope to the facilities 
required by reason of the introduction of jet planes, principally longer 
runways. 

A third proposal is a program for the conservation of helium which 
will require something like $225 million over 10 years. That program 
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would operate to preserve the helium which is now being abstracted 
with natural gas and being burned away. 

Those are the three new legislative programs which are specifically 
recommended in this budget that cost money. 

Mr. Jonas. The aid to airport construction will require new leg- 
islation ? 

Mr. Srans. There was an existing aid to airport program at a level 
of about $63 million, which expired. 

Mr. Jonas. That proposal would take the place of the bill the 
President vetoed last year? 

Mr. Stans. That is right. 

Mr. Jonas. That is all. 
Mr. Cannon. Mr. Natcher. 


UPWARD TREND OF FEDERAL CIVILIAN EMPLOYMENT 


Mr. Narcuer. Mr. Stans, with the exception of Defenses, would you 
say that Federal employment is up in most all of the other departments 
of the Government ? 

Mr. Srans. Yes, I would say with the exception of Defense, leaving 
out some of the smaller agencies, there is a small upward creep in 
employment in 1960 in practically all of the agencies. There are 
reasons for that which I think it might be worth taking into account. 

In some cases there was new legislation passed last year which re- 
quires new employment. In the case of the Department of Commerce 
there is the 10-year census which requires additional employment. In 
the case of the Corps of Engineers, it is the automatic carrying forward 
of the existing work projects, without any new starts. In the case of 
the Department of Justice there is a reactivation of one prison and 
the construction of a new prison which requires a small increase in 
personnel. The Department of Labor has a small increase through 
the enactment of the Welfare Plan Disclosure Act of 1958, and so 
forth. 

I would say that the only increases in personnel in this new budget 
are those related to positive workload increases either as a result of 
new legislation or as a result of forces outside the Government, such 
as the volume of mail handled by the post office. We have tried very 
hard to hold the line on personnel increases in the 1960 budget. 





LEGISLATIVE PROPOSALS IN 1960 BUDGET 


Mr. Natrcuer. Mr. Stans, referring to page 13 of the 1960 budget in 
brief, reflecting certain authorization proposals, I believe Mr. Jonas 
inquired about the one pertaining to loans and grants to aid areas with 
acute unemployment problems. Did I understand you to say that in 
this budget there was $55 million for this particular purpose? 

Mr. Srans. There is $55 million in the way of a new appropriation 
for a program of aid to areas of chronic unemployment. That will 
not all be spent the first year because it is in the form of grants and 
loans. Only a small part of it would be spent in the first fiscal year. 

Mr. Naroner. Authorization legislation is required before the $55 
million could be appropriated ? 

Mr. Stans. That is correct. 
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Mr. Narcuer. All of the other authorization proposals listed on 
page 13 must be passed through the necessary bills in order to utilize 
any part of the money set up in the budget for fiscal year 1960. Is 
that correct ? 

Mr. Stans. Yes, these are legislative items which are recommended 
to the Congress by the President. 

Mr. Narcner. If they are passed within the amounts set forth in 
the budget for 1960, neither one of them would put the budget out of 
balance, is that correct ! 

Mr. Srans. If they are passed within the dollar limits of the recom- 
mend: ations of the President, they will not increase the budget figures, 
because they are all included within the budget. 


SELECTED BASIC ECONOMIC ASSUMPTIONS OF 1960 BUDGET 


Mr. Narcuer. Mr. Stans, how do you feel generally about unem- 
ployment at the present time? In your statement you said that back 
at the time you started on this budget i in May and June, you had your 
doubts that the budget would be in balance for fiseal year 1960. Along 
about October and November you changed your mind. 

To save time, Mr. Chairman, I wonder if at this point in the record 
Mr. Stans would place a statement going into that a little more in 
detail. 

Mr. Cannon. Without objection, we shall ask Mr. Stans to include 
at this point a statement on the subject. 

Mr. Stans. May I first clarify precisely what it is you want, Mr. 
Natcher. Do you want a statement of the process of the development 
of the budget, or of the unemployment figures ¢ 

Mr. Narcuer. I would hike you in this short statment to give us the 
information that you have which makes you believe that the budget 
will be in balance, that employment will remain at a high level, and 
that we will have this prosperity period which you mention in your 
st: itement. 

Mr. Srans. I shall be very happy to put such a statement in the 
rec a, 

Mr. Narcuer. Thank you, Mr. Chairman. That isall. 

(The information requested follows :) 

Among other factors, the following are reasons for confidence that the period 
covered by the budget will be one of prosperity and high employment which 
would produce the revenues estimated in the budget : 

1. Unemployment has already declined more since April 1958 than in the com- 
parable recovery period after the trough of the 1954 recession. From April 
through December 1958, the reduction in seasonally adjusted unemployment is 
1 million while in the comparable 8 months of 1954-55 the reduction was less 
than 700,000. 

2. Average weekly hours in manufacturing have increased nearly 2 hours a 
week since April and were 40.2 in December. This improvement is also more 
rapid than that experienced after the 1954 recession. 

3. Gross national product for the fourth quarter of calendar 1958 was $453 
billion at annual rates and personal income for the same period was $359 billion. 
Both of these are records, with the rate of gross national production having 
risen by $27 billion from the recession low of $425.8 billion in the first quarter 
of calendar 1958. There is no reason to believe that the growth now underway 
will stop during the coming year. Numerous private forecasts for calendar 1950 


show as high or higher gross national production than the $470 plus billion which 
has been assumed for the budget. 
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4. As a further basis for comparison, particularly with respect to revenue 
prospects, it is important to note what has happened to corporate profits. It 
now appears that corporate profits in calendar 1958 may total about $36.5 
pill#on, reflecting a substantial recovery from the low annual rates of $31.7 billion 
and $32 billion in the first and second quarters. The third quarter rate rose 
to $37.9 billion and the fourth quarter rate is now indicated at $44 billion, which 
is only $3 billion less than the $47 billion being estimated for calendar 1959. 

The January 1959 Economic Report of the President, on pages 30-82, reviews 
the factors influencing the level of economic activity and concludes that these 
indicate significant economic growth and expansion in the coming year. Ref- 
erence is hereby made to that report for further detailed data. 


Mr. Cannon. Mr. Laird. 
PERMANENT APPROPRIATIONS OUTSIDE THE ANNUAL PROCESS 


Mr. Lairp. Mr. Stans, the budget message indicates that certain 
permanent appropriations have had the effect of weakening control 
of the budget. My question is, To which ones are you referring ? 

Mr. Srans. There are quite a number of appropriations that fall 
within that category. One is the authorization under section 32 deal- 
ing with agric ultural products. Others are appropriations dealing 
with revenues from timberlands and sources of that type which are 
applied to certain fish and wildlife purposes, and so on. There is 
quite a list of permanent appropriations, and I shall be glad to sub- 
mit the list for the record, if you wish. 

Mr. Latrp. I would appreciate it if you would place that in the 
record at this point. 

Mr. Stans. I will doso. 

(The information requested follows :) 

As the President’s message states, there are some cases in which the creation 
of permanent appropriations has resulted in weaker control over the expendi- 
tures concerned. The Bureau of the Budget is now studying the problem to 
determine which permanent appropriations would be proposed for conversion 
to annual appropriations. Particular attention is being given the following as 
possibilities for improved control by conversion to an annual basis : 

Department of Agriculture: 

Removal of surplus agricultural commodities. 
National Wool Act. 

Department of Health, Education, and Welfare: 

Colleges for agriculture and the mechanic arts. 
Promotion of vocational education, act February 23, 1917. 

Department of the Interior: 

Expenses for sales, etc., in refuges, Migratory Bird Conservation Act. 

Management of national wildlife refuges. 

Migratory bird conservation account. 

Promote and develop fishery products and research pertaining to Ameri- 
can fisheries. 


ACCRUED EXPENDITURES (H.R. 8002) 


Mr. Latrp. This past year, the opposition in Wisconsin charged that 
$4 billion would be available, because of the passage of H.R. 8002, 
for expenditure in the next fiscal year. Our junior Senator sub- 
stantiated this with a letter which he received from a Mr. Francis. 
| would like to know if there is any basis in fact for such a statement. 

Mr. Srans. I covered that at considerable length yesterday, and 
I shall be glad to repeat the salient points which I made. 

I do not believe it is in any way conceivable that the enactment of 
H.R. 8002 would save $4 billion or any amount of money anywhere 
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near it. As I recall the original recommendation of the Hoover Com- 
mission task force, their estimate of $4 billion related to a considerable 
number of proposals in the financial management area, one of which 
was the use of the accrued expenditures principle. Actually, the 
bill which was enacted was quite different from the recommendation 
of the Hoover Commission with respect to the use of the accrued 
expenditure limit. 

I believe, as I said yesterday, that this can be a valuable tool of 
control for this committee and for the agencies of the Government. 
I think it is just one of the many management tools which can be 
useful. I beheve in the course of time it will save some money by 
forcing a closer scrutiny of decisions and of operating methods, but 
I do not think anyone will ever be able to determine how much those 
savings are. 

Mr. Larrp. In answering the question of Mr. Gary yesterday, it 
was brought out that there were only six items which were affected 
in the 1960 budget. I cannot see how the statement of a saving of 
$4 billion could have any basis of fact. 

Mr. Stans. Of course you are right, there are only six items in the 
1960 budget and, as I explained yesterday, that was all that we really 
had the time and opportunity to put into effect. I think we can apply 
the accrued expenditure limit to a considerable number of other items 
in the 1961 budget, but our purpose in introducing any at all in the 
1960 budget in the short time in which we had to work under this 
law was to develop the procedures, the processes, and the methods of 
applying the accrued expenditure limit. We would hope that the 


committee would work with us in these hearings in considering those 
accrued expenditure limits and make any suggestions to us as to how 
we can make them more effective. 


OBLIGATING AUTHORITY IN 1960 BUDGET OUTSIDE ANNUAL APPROPRIATIONS 
PROCESS 


Mr. Larrp. What part of the new obligation authority in this 1960 
budget would normally be processed outside of the appropriation 
bill? 

Mr. Srans. In the 1960 budget ? 

Mr. Larrp. Yes. 

Mr. Stans. In the budget there are only two items for fiscal 1960 
which would be processed outside the appropriations process. One is 
$250 million authorization for urban renewal, a continuation of the 
present program, and the other is a $65 million authorization for aid 
to airports which, while new legislation, is also, as I said earlier, a 
continuation of a present program. Those are the only two items in 
the budget at this time which would be enacted other than through 
appropriations. 

Mr. Larrp. You are recommending that the new program on aid 
to airports not be processed through the : appropriation procedure but 
by contract authority ? 

Mr. Srans. Yes. 

Mr. Lairp. If there are any other items, I wish you would supply 
them for the record at this point, and the amount of each item. I am 
quite sure there would be some others when you get into the area of 
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contract authority, and in particular when you get into the housing 
program. 


Mr. Srans. If there are any others after a recheck, I will put them 
in the record at this point. 
(The information requested follows :) 


The two proposals referred to above are the only new ones proposed for 1960. 
However, the following new obligational authority for 1960 will become available 
under existing authorization which was not provided through the appropriation 
process : 

Veterans’ Administration—Direct loans (authorization to expend 

from, debt. .reeeipts ) ..s...66-.-~- a aR $150, 000, 000 
Department of Agriculture—Forest ‘roads and ‘trails (contract 

authorization ) __- a3i Ei ee 30, 000, 000 
Department of Commerce—State marine schools (contract author- 

SITE Disasters es cece at i eaniicarctecte! than menet herent te Bn weal a Re Sa 2, 696, 000 
Department of Health, Education, and Welfare—Indian health 










MCLIVILICN. (COMTAC” MITHUTISECION «en oe Ba eet neninnes 510, 000 
Department of the Interior: 
sureau of Indian Affairs: 

Education and welfare services (contract authorization) —_ 620, 000 

Road construction and maintenance (contract authoriza- 
I ae ce ceecsasenc ccs Ss ebses acount antec easea sce aig eaten ott adiontetomaedene eat eo 12, 000, 000 

National Park Service—Construction (contract authoriza- 
SUID sin sacs css wiinises east hen sete ooh de hc ee te a elec bt SI GOAL sti oe Piel ees! 34, 000, 000 






I os cacasl aah cits carp all gases 4s Bl ceases wionias si ninck a aaaag SS <eawed 229, 826, 000 


Nore.—The foregoing list excludes 2 items, ‘‘Forest highways’ and “Public lands high- 
ways,’ which the 1960 budget proposes be shifted to the “Highway trust fund.” 








































NEW OBLIGATING AUTHORITY REQUESTED—BY TYPES OF PROCESSING 


Mr. Larrp. There is new obligational authority requested in this 
budget, as I understand it, of $76.8 billion. 

Mr. Srans. That is correct. 

Mr. Larrp. I would like the figures on what part is outside of the 
annual appropriation procedure in dollars and cents first, what part 
is permanent appropriations, and also what part will be handled 
through the regular appropriation bills. 

There are three parts to that question. Perhaps you do not have 
that information a you today. 

Mr. Stans. No, I do not; but I will supply it for the record. 

(The information requested follows :) 


New obligational authority by type of congressional action 


{In millions! 


| 
Estimates in 1960 budget 
document 





1959 1960 


Total new obligational authority Ay oh cata ee bedo nd ahi ‘ $82, 423 $76, 807 


In permanent appropriation acts ao hentelpedchdbalhoalateaimea dicta aaa aes 8, 009 | 8, 593 
iether than entworrigtion @00e ) os diss 3 oa. ose ccadesenlo ct Neanescacwonbe 5, 636 | £45 
TW eNNGE Sonraceistion ects... .... ~<a ecenn en 3 Sass: 68, 778 | 67, 669 
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Mr. Jonas. Will the gentleman yield to me? 

Mr. Lamp. I would be h: appy to yield. 

Mr. Jonas. Mr. Stans, are you sure you are asking that this-air- 
port construction money be handled in the way you indicated in re- 
sponse to Mr. Laird’s questions, by contract authorization instead of 
through the regular budget method? I thought that was one of the 
bases on which the bill last year was vetoed. 

Mr. Larrp. It is my understanding of the veto message that this 
was one of the principal objections the President had to the bill which 
was enacted by the 85th Congress. I opposed the bill on the floor of 
the House on that basis, and Mr. Bow opposed it on that basis. We 
were led to believe last year when the bill was being considered that 
the administration had an objection to the proc edure of funding this 
program outside the Appropriations Committee. 

Mr. Jonas. If you will yield further, I think that was the first time 
that had been undertaken in the airport construction bill. 

Mr. Latrp. No. That is the procedure we are currently using, but 
I think it is a very poor procedure to use because you cannot keep 
control of the Federal budget this way. You are simply bypassing 
the regular annual review process. 

Has that legislation been sent to the Hill ? 

Mr. STans. STO the best of my knowledge, it has not been sent to 
the Hill as yet. The budget on page 119 refers to it as contract. au- 
thorization, and my recollection is that that is the form in which the 
bill is now planned. 

Mr. Latrp. This is the first that I have learned of this proposal, and 
that is certainly contrary to the President’s message to the Congress 
in which he recommends more control of the appropriations proce- 
dure, centralized control within the Congress. This is directly oppo- 
site to the philosophy which was expressed by the President in his 
message to the Congress. 


UNEXPENDED CARRYOVER BALANCES 


Mr. Stans, there is a very interesting table on page 55 of the Federal 
Budget in Brief, and I ask unanimous consent that that table be in- 
serted in the record, Mr. Chairman.. The title of the table is “Unex- 
pended Balances of Authority Carried Forward at the End of the 
Year.” 

Mr. Cannon. It will be included in the record at this point. 

(The table referred to follows :) 


Unexpended balances of authority carried forward at end of year 


[Fiscal years. In billions of dollars] 


l 

Actual Estimate 
Description iets ; - sitet 

| 


1956 19! 1958 1959 
‘| 
From appropriations. _____- ' a7. 52. 46.0 3. . 40. 4 
From other authorizations: | | 
Authorizations to spend from | 
debt receipts 20. ; 9.5) 18.9 
Contract authorizations __- 2. § 2. 2.6 | 4.0 | 
Revolving and management 
funds__ 


Total 
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Mr. Lairp. Mr. Stans, this table shows that in 1953 there were unex- 
pended appropriations carried forward which were not reflected in 
the national debt of $78.4 million. It shows that at the close of 
fiscal year 1959 the unexpended balances as far as appropriations are 
concerned are estimated at $40.4 million. 

I would like to have a breakdown of the specific items contained in 
the $78.4 million in 1953 and the specific items contained in the $40.4 
million in 1959. 

Mr. Srans. We can do that by agency, if that is satisfactory. 

Mr. Larrp. That is what I would like to have, and subdivide the 
totals between obligated and unobligated. 

Mr. Stans. We will do that. 

(The information requested follows :) 


Unexpended balances of appropriations carried forward at end of year 


[In millions] 


Actual, Estimate, 
| June 30, June 30, 
| 1953 1959 
Legislative branch $15.6 | $57.1 
The judiciary ---- 1.2 | 2.4 
Executive Office of the President _- 61.8 42.1 
Funds appropriated to the President: | 
Mutual security - 10, 022. 2 | 3, 296. 2 
Other- ‘ sin uh ‘ 39.5 27.9 
Independe nt offices: | 
Atomic Energy Commission--- bbdnid aed 3, 654.7 | 1, 376.0 
Veterans’ Administration_.-_- ; 340. 4 | 211.7 
Other : 238. 4 | 840. 1 
General Services Administration 1, 884. 1 385. 8 
Housing and Home Finance Agency--- i | 15.9 3.8 
Department of Agriculture _------- ‘ 487.8 508. 4 
Department of Commerce. i ; | 138. 5 318. 1 
Department of Defense: 
Military functions-.. ae a 60, 076. 2 31, 119.0 
Civil functions . , 379.7 365. 9 
Department of Health, Education, and Welfare - -- 502, 2 1,171.9 
Department of the Interior-_--. : } 308. 7 | 223. 2 
Department of Justice Pash eeein te ey 24.8 16. 1 
Department of Labor-__-. 10.4 13.3 
Department of State_-__-._- 98. 3 | 70.0 
Treasury Department_ 96.7 96. 2 
District of Columbia_ - | 12.7 44.8 
Allowance for contingencies__-. : > oes | 200. 0 
Total, unexpended balance --._.--.......--.-- 78, 409. 8 | 40, 389. 9 
Obligated . aia 64, 741.0 | 32, 488. 4 
Unobligated. ; bed 13, 668.8 | 7, 901.5 


Mr. Latrp. It would seem to me that on the basis of these figures, 
the total obligation to the Treasury at the end of fiscal 1953 was 
about $330.8 billion as compared with about $317.5 billion estimated 
at the end of fiscal year 1959. Is that correct ? 

Mr. Srans. Iam not sure that I follow you there. 

Mr. Larrp. These are appropriation items in this chart, the carry- 
over of appropriations, As I understand it, many items in the $78.4 
million were unpaid bills, contracts which had been entered into in 
which the bills had not been paid, and they were not reflected in the 
national debt at the close of 1953 because the bills had not been paid. 
Is that correct ? 

Mr. Srans. Certainly that is true of some part of it, but a good part 
of it also would be unexpended balances in the cases in which the 
Government had not yet received delivery or value for the amounts 
involved. 
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Mr. Larrp. But that also represents an obligation to the Federal 
Government. 

Mr. Srans. It certainly does to the extent these balances have been 
obligated. 

Mr. Larep. It is not reflected in the national debt figures which 
were given to us here earlier as of the end of fiscal year 1953. Is that 
correct ¢ 

Mr. Stans. That is correct. Any amounts for obligations incurred 
included in these figures is, of course, not reflected in the national debt 
figures. 

Mr. Larrp. What I did was to add to the public debt on those two 
dates the figures which I understand represent the portion of the 
unexpended carryovers representing unpaid bills. 

I would like to commend both you and the Secretary of the Treas- 
ury for your very fine appearance before this committee. Certainly 
I have learned a great deal in the last 2 days, and it has been very 
worthwhile. 

That is all, Mr. Chairman. 

Mr. Cannon. Mr. Flood. 


FUNCTIONS AND ROLE OF BUDGET BUREAU 


Mr. Fioop. Mr. Director, we just came down from a joint session 
upstairs at which the President of Argentina spoke tous. I am read- 
ing from what purports to be a copy of his speech, page 1. It is 
something like this: 

As President of the Argentine Republic, I am pleased to point out the simi- 


larities between our two countries. Our political organization is the same and 
our system of Federal Government is similar. 


Listen to this: 


As is the case in your own country, Argentina is ruled by a government with 
limited authority, where the exercise of power finds an insurmountable barrier in 
the rights of those who are governed. 

He speaks well. That is the impression that a lot of us have been 
laboring under here for 150 years or so, but an atmosphere has been 
generated in the past 38 years which indicates something else. 

This is entirely impersonal. It is not political. It has nothing to 
do with you or any particular President or anything else. 

I am talking about the shop that you head up downtown, the Bureau 
of the Budget. You are becoming quite a subject of conversation up at 
this end of the street in the last few years. 

You are aware that this committee last year passed a resolution, 
unanimously as far as I recall, against the so-called direct pipelines to 
the Treasury. 

I could not be here yesterday. I had to attend an inaugural in 
my State. I was grievously disappointed that I could not attend. 

So far it is a comedy of manners here so it doesn’t make much 
difference. We all know what is going on here. At least there are 
about 30 members here who think this budget is as phony as a $3 bill, 
and you must perforce, because of your job and your duty, present it 
and justify it. My grandmother has been dead 30 years. I doubt 
if sh would vote for a 5-cent stamp this year. But if that is to be the 
atmosphere of these proceedings, I would not spoil it for the world. 
It is a sort of tea party that I have been at for an hour and a half, 
anyhow. 
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I have talked to a lot of men here on both sides of the aisle for 
several years about this, off and on. 

How long have you been Director of the Bureau of the Budget? 

Mr. Srans. Since March 17, 1958. 

Mr. Frioop. And before that you were with the Post Office Depart- 
mient ? 

Mr. Stans. Before that for 6 months I was Deputy Director of the 
Bureau of the Budget. Before that for 2 years I was Deputy Post- 
master General. 

Mr. Fioop. Around this table you see a collection of reasonably im- 
portant people who have been here anywhere from 40 years down. 
This is pretty much the varsity around here. These men have watched 
Secretaries come and go like Tennyson’s brook, witnesses in uniform 
and out of uniform. We are becoming gradually aware of the fact 
that the Bureau of the Budget has about come a Frankenstein—under- 
stand, the Director of the Bureau of the Budget unfortunately must 
be a human being. I understand that, and that’s tough. But a lot 
of people seem to have the idea that the only good reason for your 
existence is to make a whipping boy out of you downtown for explana- 
tions we don’t get and things we don’t get. That is not a good 
reason, not any more. 

You are an accountant and a distinguished one nationally for quite 
a long time before you came here. 

Have you had a chance to study the historical reasons for the crea- 
tion of the Bureau of the Budget in 1921? Do you know why the 
Bureau of the Budget was born ? 

Mr. Stans. I have had some opportunity to review the history of 
the Bureau; yes. Prior to 1921 the requests of the agencies for money 
were sent by them to the Treasury Department, where they were col- 
lected into a file and sent to the Congress without any particular 
review. 

Mr. Fioop. That is about it. Of course, because of your impossible 
task, you have not had a chance—get the Congressional Library to 
do it—to review debates in 1921 when this Bureau was created. If 
you ever get a minute, I would like to have you down and look at 
some of those reports, because since that time down until this morn- 
ing—and I am speaking only of my opinion, and it has no more value 
than that—it is my considered opinion that = collective opinion of 
the professionals of the and this is not im- 
moral; I don’t say you are vid people; I say you are men of great 
integrity and vou believe this—that the appropriations processes of 
the Congress now are practically an anachronism. If there was a 
good reason for the 1921 act historically, it is no longer so. The con- 
stitutional processes of the House are to let the Ways and Means C om- 
mittee raise taxes, produce the funds, which you are glad to say is 
none of your business. Then the Executive will go on from there, 
and what is left of this committee will function as a mere paymaster. 

Some of us think it has gone about that far. 

Mr, Srans. Would the gentleman particularize where he thinks 
the Bureau of the Budget is exceeding its authority? I think it 
would be most helpful. 

‘Mr. Fioop. I am sure you think so and I certainly will not; cer- 

tainly not. You knew I would ask you that question. I have been in 





this business longer than you have—no. You know precisely what 
my point is. I don’t intend to belabor it, because I have introduced 
a resolution. There is something the matter with you and I don’t 
know what it is. My advisers tell me it is an unhealthy condition, 
and I don’t know how to find out except in the legislative branch 
of the Government. That is how we think these things should be 
found out. 

Some of us think that 25 or 30 more years of this kind of thing, and 
you can get only progressively worse according to us and you can- 
not possibly get better. This “you” is rhetori al. I don’t know you 
from a load of hay. Please understand that. I do not speak of Mr. 
Stans. This is entierly impersonal. 

That being the case, we think that the Congress should take a look 
at you after 40 years. After 40 years we should look at you on the 
general premise that there must be something the matter with you, 
even whether there is or not. 

Mr. Stans. Mr. Congressman, may I have equal time ? 

Mr. Froop. Sure, go ‘ahead. You can stand up if you would rather, 
as a matter of fact. 

Mr. Stans. I would rather not. It is difficult to answer an un- 
specified ché ar; ge 

Mr. Froop. Of course it is. 

Mr. Srans. And as far as I am concerned I have a rather tough 
hide, but I am concerned about the morale of the 424 other people in 
the Bureau of the Budget. They are a highly skilled, highly edu- 
cated, dedicated 

Mr. Fioop. Highly paid. That’s good. I have no objection to 
that. 

Mr. Stans. Dedicated group of people, Mr. Congressman, who are 
trying to do the job that C ongress in its wisdom has given them to do. 

In your first remarks you Teferred to your characterization of the 
budget. The Budget and Accounting Act requires that the Presi- 
dent prepare a budget and submit it to the Congress. 

A budget is a financial plan. That is true whether we speak of a 
personal budget, a corporation budget, or the Budget of the United 
States. 

In presenting this budget, the President has sent to the Congress 
his suggestions as to how he believes the country should be admynis- 
tered financially during the fiscal year 1960. It is the responsibility 
of the Congress to act upon his suggestions in the way that it sees fit. 

It has been my part, and the part of the Bureau of the Budget, to 
put a great amount of effort in the development of that budget, with 
the cooperation of the entire executive branch of the Government. 

Mr. Froop. Will you indicate when you think your time is equal? 

Mr. Stans. Yes, sir. 

I think it would be better if the budget were accepted as a serious 
effort on the part of the President and the executive branch to propose 
a way to the Congress to finance the activities of the Government for 
the next year rather than to discredit the motives and integrity of 
those who had anything to do with its preparation or the motives of 
the President in sending it to the Congress. 

There are many different ways in which this budget could be 
balanced. There are many different levels at which the expenditures 
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could be eg pati and the Congress will have its own ideas, as it should, 
and as I said yesterday I will be very much interested as Director of 
the Budget in seeing where I was too generous. 

Mr. Fioop. May I interrupt to point this out? This is the Appro- 
priations Committee, sir, of the House of Representatives. We come 
freshly, literally and figuratively. At least we have been elected by 
the people. You have not been. You are a mere creative of executive 
appointment, as distinguished as your office is. 

He has been elected “by the people, so vis-a-vis him we are equal in 
that sense. We understand that. 

Now we have our doubts about you, you understand. You come to 
is, and here you have your battery of helpers with you. That is good. 
You come to us and you say in dead seriousness, and this is no reflection 
on your integrity, “This is the budget.” 

We have a right in equal seriousness to accept that on the basis of 
motive, sir. 

You know, and if you don’t know let me use a legalism, you should 
know if you don’t know, and we have the right to expect this, that 
there is absolutely no chance of this Congress passing a 5-cent stamp 
legislation. You know or you should know that hones you have 
been working on this budget for 11, 12, or 14 months. 

Mr. Srans. May I answer that? 

Mr. Fioop. Sure. 

Mr. Srans. The President believes that the Post Office Department 
should pay its way. The Congress, in the Postal Policy Act of 1958, 
said that the Post Office Department should pay its way after taking 
out certain costs that it identified as public services. 

The President proposes, therefore, that postage rates be increased. 
He has not yet specified which rates should be increased. That is his 
proposal,sir. If the Congress—— 

Mr. Fioop. And you bring this budget to us protesting as to your 
motives, and that is your answer ? 

Mr. Srans. The answer to your question is that this is part of our 
fmancial plan for the oper ation of the Government for the next year. 
[t ts sound, and it is consistent with the policy of the Congress enacted 
in the last session. 

Mr. Froop. That is the end of that point. 

Mr. Srans. Thank you. 

Mr. Fioop. But you understand my concern when you, with your 
reputation and standing, which is high, come to me, and I feel under 
the circumstances compelled to make that statement, because—this is 
rhetorical now because I am not charging you—I say you knew, the 
minute you recommended it, that that could not possibly happen. That 
is not good. There is something the matter with you. I don’t know 
= at. 

I don’t say you are immoral. I understand your position. This is 
the President’s job. He says this. If Congress doesn’t do it, it is 
their problem. I understand that. 

Mr. Srans. Does the gentleman believe that the President’s budget 
should reflect what he thinks Congress will enact ? 

Mr. Froop. Ah, but I do not ‘think, sir, when you sit around the 
table the last 5 minutes before the decision is made and you say in 
effect to your staff how much are you short, and they say $496 million, 





124 


and then you turn like they do in the second act of the play of “Of: 
Thee I Sing,” Mr. Attorney General, take a law for a 5-cent stamp, 
and then come up and say “That did it; let us go home,” I don’t 
believe that, either, sir. 

So this resolution does no more. I am going to ask you in a minute 
a question or two about this letter that you sent to people. 

My dear and beloved friend from Michigan, and I consider Mr. 
Ford one of my very best friends in this Congr ess, when I mentioned 
this matter on the floor, because some little “birdie” dropped this on my 
desk—those things happen, you know—Mr. Ford said “What’s the 
matter with that? Truman did the same thing, or worse, in a letter 
he put in the record ; so what ?” 

Of course, I think of the old adage of the devil quoting Scripture. 
Can you imagine the administration referri ing to President Truman 
as a prec edent under the circumstances. My, my, my! 

The point is that I am not talking about Mr. Truman or Mr. Eisen- 
hower, you, or anybody else. I am talking about what has been going 
on for nearly 40 years in the Bureau of the Budget. So I am pro- 
posing a resolution of a select committee of five Democrats and five 
Republicans to examine what many of my colleagues think is a state 
of mind, a performance, a budgetary process, a budgetary structure 
which needs looking into. It states: 


The committee shall make a full and complete study of the fiscal and budget 
organization— 


This may be the best thing that ever happened to you. This may be 
the classic impr imatur of “You are the best thing that ever happened 


to us; aren’t you lucky.” Continuing— 


and operations of the Congress of the United States with a view to recommending 
improvements in such organization and operations for the purpose of strengthen- 
ing congressional control over the public purse through the simplification and 
strengthening of its review of the annual budget and enabling it better to meet 
its responsibilities under the Constitution. This study shall include, but shall 
not be limited to— 
(1) the existing fiscal machinery and appropriations procedures of Con- 
gress. 
I have sat around here for 14 years and I get the impression I am 
so close to the forest I am missing a lot of trees. I don’t know. 


(2) present methods of controlling public expenditures. 


What’s the matter with somebody taking a look at that after 40 
years of that Bureau ¢ 


(3) alleged— 
that is a kind word— 


alleged defects of budgetary practices. 
(4) Proposed reform. 

I have discussed with senior members of this committee on my side 
of the aisle, and one on the other side, and I would have discussed it 
with others except I was absent a couple of days in Pennsylvania at the 
Governor’s inaugural, a suggested reform, merely a suggested reform. 
It is placed in the form of a bill brought down to date, 1959 techni- 

cally, simply so that if somebody says “What do you have to propose ¢’ 
this j is the basis of such a planned proposal. 

Mr. Latrp. Will:'the gentleman yield ? 
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Mr. Froop. Yes. 
Mr. Lairp. I would like to say to the gentleman from Pennsylvania 
that I also have introduced a resolution providing for the study, I 
believe it is No. 60, but I had no preconceived ideas that the Bureau 
of the Budget was bad in introducing that resolution, and I do not 
want it to be interpreted as a vehicle to criticize or condemn the pro- 
cedures used by the Bureau of the Budget. 

Mr. Fioop. You have certainly made yourself clear, and the high- 
est compliment I could pay to you is that I couldn’t have done it better 
myself. You have made it very clear. 

So that is what this bill is. This is not my brain child. It is much 
too good for that. This is the thinking of very senior, very expe- 
rienced technicians of this committee and members of this Sata 
on budgetary structure. We are concerned—and I make these nar 
tives because you will read the record and I want you to see sheie 
things—because I am largely a mouthpiece at this point. We are 
concerned with two things. —first, the history of the budgetary struc- 
ture up to 1921. See ondly, we are interested i in the debates and the 
bill in 1921. Third, we are interested in this: We want to examine 
the philosophical concept of the executive budget structure as opposed 
to a legislative budget structure. It is that simple; at least the prem- 
ise is. 

Mr. Director—— 

Mr. Srans. If you have finished with that point, I want to make one 
observation. If a substantial number of the Members of the Con- 
gress are as unhappy with the Bureau as you are, Mr. Flood, the Bu- 
reau will welcome an investigation and will cooperate with it in any 
way. 

Mr. Fioop. I never had a higher respect for a witness who sat in 
that chair than you, sir, for saying that. 

Let us talk about this very exciting letter that has caused some com- 
ment of various kinds. Do you believe that the Appropriations Com- 
mittee—I am not speaking only of defense. I amon the Defense Com- 
mittee, but I speak of this whole committee. 

Do you think the Appropriations Committee of the House should 
have before it at its hearing within reason, within reason, all of the facts 
that you and the P resident have on this budget ? 

Mr. Srans. I think there is a matter of Executive privilege involved 
here, sir, and I think perhaps there are some facts we may have on 
the budget that you should not have, but I am not a lawyer, sir, and 
if you want an answer on that, I should have to ask my counsel to 
come up here and answer the question on the record. 

Mr. Fxioop. I think you have made an excellent statement. That, 
I think, istrue. I deny the full concept of the unrestricted Executive 

right to sequester funds within the department, that is the full extent 
of it. You understand there is some right. I would be the first to 
defend it. Isay it has been tortured out ‘of existence, speaking of that 
right, and go far beyond what I think it should be because of practice 
over many, many years. The same thing is true of the budget. 

When I say something about the Budget Bureau, you understand 
that under no circumstances do I think that the executive should spend, 
God forbid, every penny that the Congress appropriates. Understand 
that. There is an area some place that I am not clear about and I 








want somebody to look at it who knows far more about it than I. 
There isan area there. I deny the extent of the President’s arrogation 
of a constitutional privilege to sequester appropriated funds generally 
and specifically those appropriated by line item and earmarked by 
this committee and by this Congress. 

That is a very fine constitutional point that can be resolved two 
ways—by the Supreme Court of the United States or by act of Con- 
gress, or both. That is the thinking that is going on. There is a 
gray area and we don’t know where it is. We would like to find out. 

I understand that answer and I recognize your privilege of having 
your counsel prepare a statement for the record on the point as you 
see fit, but let me say it this way : 

My purpose is not entrapment. Don’t you think that this Appro- 
priations Committee should have—let us take your executive restric- 
tions—should have as much information about the budget that the 
Congress is examining as you, sir? Don’t you think we ‘should have 
at least that 

Mr. Srans. I think, sir, the law speaks on that in the Budget and 
Accounting Act. 

Mr. Fioop. I know the language. 

Mr. Srans. Paragraph 15. It is entitled “Estimates or requests for 
appropriations, et cetera, not to be submitted by department. officers 
or employees except by request.” 

No estimate or request for an appropriation, and no request for an increase 
in an item of any such estimate or request, and no recommendation as to how 
the revenue needs of the Government should be met, shall be submitted to Con- 
gress or any committee thereof by any officer or employee of any department 
or establishment unless at the request of either House of Congress. 

Mr. Froop. You rest on that language? I know the language, and 
you knew I knew it. 

Mr. Srans. I assume you do, sir. 

Mr. Fioop. Your answer is the language of the act. Is that it? 

Mr. Stans. Yes. 

Mr. Froop. And you further say if Congress is unhappy with 
what I say then it is up to Congress to change that section of the 
law. Is that your suggestion ? 

Mr. Stans. It is quite clear that if Congress asks a witness what 
his opinion is on an appropriation that he has a perfect right to 
say it. In my letter to the agencies I said so. 

Mr. Froop. You cite the language of the act as the first answer, 
and your inference is that if Congress is unhappy with that circum- 
stance then let Congress change that language. Is that what you 
mean ¢ 

Mr. Srans. Yes. I do not mean to imply I rest entirely on this. 

Mr. Fioop. Something else? What? 

Mr. Srans. I rest on the precedent of interpretation, sir. 

Mr. Fioop. Precedent. What else? 

Mr. Stans. I refer to the letter from President Truman which I 
believe was in stronger words than my letter. 

Mr. Fioop. That is part of 1 your precedent ? 

Mr. Srans. It was sent to all of the agencies of the Government 
in 1946. 

Mr. Foon. Is that not the letter my friend, Mr. Ford, referred to! 

Mr. Srans. I believe it is. 
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Mr. Fioop. Of course itis. Anything else? 

Mr. Srans. I also refer to a report of a subcommittee of this com- 
mittee dated May 21, 1956. 

Mr. Fioop. I have that here. Go ahead. Do you submit that as 
well? 

Mr. Stans. I submit that as well, sir. 

Mr. Fioop. I don’t like to be impertinent. I presumed this. 

Mr. Srans. While we are at it may I put all this material in the 
record ? 

Mr. Fioop. If the chairman permits, yes. 

Mr. Cannon. What is the nature of the statement, please ? 

Mr. Srans. It isa quotation from House report 

Mr. Fioop. I ask unanimous consent that the witness be permitted 
to insert those specific replies to my questions into the record. They 
are not extensive. 

Mr. Cannon. It is not customary to put in a committee report. 

Mr. Fioop. Not the report. 

Mr. Cannon. Without objection that may be done. 

(The matter referred to follows :) 





DECEMBER 31, 1958. 
Memorandum for Hon. Neil H. McElroy. 

The President will shortly present his budget for the fiscal year 1960 to the 
Congress. As you know, the normal process of budgeting results in recom- 
mended amounts that in many cases are less than the agency head had requested. 

It is understandable that officials and employees will feel strongly about the 
importance of their own agency’s work, and will sometimes believe that a larger 
budget might be in order. Such feelings, however, must be related to an aware- 
ness that our budget resources are not adequate to accommodate in any one year 
all of the things that might be desired. The President is responsible for review- 
ing the total needs of the executive branch in the light of tax and debt policy 
und for deciding among competing requests for priorities. Executive branch 
personnel are expected to support the President in his budget recommendations. 

As you and your staff prepare to justify your portion of the budget before 
Congress, you will want to observe the requirements set forth at the President’s 
direction in Bureau of the Budget Circular No. A-10. It is expected that wit- 
nesses will carefully avoid volunteering views differing from the budget, either 
on the record or off the record. While direct questions at hearings must be 
answered frankly, it is expected that a witness who feels that he must set forth 
a personal view inconsistent with the President’s budget will also point out 
that the President’s judgment on the matter was reached from his overall per- 
spective as the head of the Government, and in the light of overriding national 
policy. The witness should make it clear that his personal comments are not 
to be construed as a request for additional funds. 

Please see that a reminder of this reaches all officials and employees who 
participate in hearings on appropriations and on legislation directly related to 
budget proposals, including civil functions of the Corps of Engineers. 

(Signed) MAurRIcE H. STANs, 
Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., April 15, 1954. 
Circular No. A-10 
Revised 
To: The heads of executive departments and establishments. 
Subject : Responsibilities with respect to the budget. 


1. Purpose.—This circular brings up to date Budget Circular No. A—10, dated 
August 1, 1943, and restates for the guidance of the executive branch certain 
responsibilities with respect to the executive budget. 

2. Responsibility of the President.—The Budget and Accounting Act provides 
that there shall be presented to Congress for its consideration and action an 
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executive budget for which the President is responsible. The budget represents 
the judgment of the President with respect to the financial requirements for all 
parts of the Government except the legislative branch and the judiciary. 

3. Restrictions on disclosure of agency estimates.—All budget estimates and 
supporting materials submitted to the Bureau of the Budget are privileged com- 
munications. Their confidential nature must be maintained, since they are the 
basic data and worksheets in the process by which the President resolves budget 
problems and arrives at conclusions with respect to his recommendations to the 
Congress. The head of each agency is responsible for preventing disclosure of 
such information except on request in formal appropriation hearings and when 
requested by Members of the Congress in connection with their consideration of 
the budget after its transmittal. 

4. Restrictions on premature disclosure of Presidential recommendations.— 
The decisions of the President as to his budget recommendations and estimates 
are administratively confidential until made public through formal transmittal 
of the budget to the Congress. The head of each agency is responsible for pre- 
venting premature disclosure of such information. ‘This rule does not apply, 
however, to the presentation of data on the President’s budget to the Appropria- 
tions Committees, pursuant to arrangements made in specific instances by the 

sureau of the Budget, in connection with formal hearings on the budget prior 
to the actual transmittal of the recommendations of the President. 

5. Agency letters and testimony on proposed appropriations.—The Budget and 
Accounting Act of 1921 provides in part that 

“No estimate or request for an appropriation and no request for an increase 
in an item of any such estimate or request * * * shall be submitted to Congress 
or any committee thereof by any officer or employee of any department or estab- 
lishment, unless at the request of either House of Congress” (31 U.S.C. 15). 

The 1948 revision of title 18 of the United States Code provides that 

“No part of the money appropriated by any enactment of Congress shall, in the 
absence of express authorization by Congress, be used directly or indirectly to 
pay for any personal service, advertisement, telegram, telephone, letter, printed 
or written matter, or other device, intended or designed to influence in any man- 
ner a Member of Congress, to favor or oppose, by vote or otherwise, any legis- 
lation or appropriation by Congress, whether before or after the introduction of 
any bill or resolution proposing such legislation or appropriation ; but this shall 
not prevent officers or employees of the United States or of its departments 
or agencies from communicating to Members of Congress on the request of any 
Member or to Congress, through the proper official channels, requests for legisla- 
tion or appropriations which they deem necessary for the efficient conduct of the 
public business.” (18 U.S.C. 1913; emphasis supplied. This section also pro- 
vides penalties for its violation or attempted violation. ) 

In answering questions about appropriations and budgetary matters care must 
be taken to avoid conflict with the terms of the acts mentioned above. 

6. Applicability to appropriation language and limitations.—The provisions 
of this circular are applicable not only to the amount of each appropriation, but 
to the language of the appropriation estimate and to any limitations contained 
within it. If an agency desires to propose changes in appropriation language or 
limitations recommended by the President, such proposals are to be presented 
to the Bureau of the Budget for appropriate clearance. 

7. Reduction in estimates prior to enactment of appropriations.—Whenever 
it is found possible to reduce a request for appropriations before action thereon 
has been taken by either Appropriations Committee, the head of the agency con- 
cerned shall promptly inform the Bnreau of the Budget. 

8. Reductions made in appropriation bills—The final authority for appropria- 
tions rests with the Congress. Its action is based on extended hearings and 
recommendations by the Appropriations Committees and is taken only after 
consideration by each body as a whole. Any decision by an agency head to re- 
quest restoration of a reduction should be carefully considered, taking into ac- 
count the reasons for the reduction, the circumstances under which it was made, 
its significance from the standpoint of the President’s program, and other factors 
which may be relevant. 

9. Control of expenditures.—The processing and implementation of the budget 
falls under the terms of the Budget and Accounting Act, 1921, as amended (31 
U.S.C. 1-24). and of the Antideficiency Act (sec. 3679 of the Revised Statutes, as 
amended). The requirements of these acts should be familiar to all departmental 
and agency officials whose duties are related to budget preparation, submission, 
and implementation. 
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Particular attention is directed to the report of the House Committee on 
Appropriations on the general appropriation bill of 1951 (H. Rept. 1797, 81st 
Cong.) which contains the reenactment of the Antideficiency Act and indicates 
the intent of the Congress. This report states, in part: 

“Appropriation of a given amount for a particular activity constitutes only 
a ceiling upon the amount which should be expended for that activity. The 
administrative officials responsible for administration of an activity for which 
appropriation is made bear the final burden for rendering all necessary service 
with the smallest amount possible within the ceiling figure fixed by the Congress. 
Every official of the Government who has responsibility for administration of 
a program * * * [has] responsibility to so control and administer the activities 
under his jurisdiction as to expend as little as possible under the funds 
appropriated.” 

By direction of the President : 

JOSEPH M. Doneger, Director. 


NOVEMBER 15, 1946. 
Memorandum for the Director of the Bureau of the Budget. 

I have noticed that on several occasions certain department and agency offi- 
cials have shown a tendency to seek from Congress larger appropriations than 
were contemplated in official budget estimates. 

The estimates which I transmit to Congress reflect a balanced program for the 
executive branch as a whole, and each individual estimate is considered in the 
light of this program, its relationship to other estimates, and the fiscal position 
of the Government. While agency witnesses before congressional committees 
must feel free to supply facts in answer to questions of committee members, I 
cannot condone the practice of seizing upon any opportunity which presents 
itself to indicate an opinion, either directly or indirectly, that my estimates are 
insufficient. 

When you notify the heads of the various departments and agencies of the 
amounts to be included in the 1948 budget for their activities, I wish you would 
include a reminder that I shall expect them and their subordinates to support 
only the President’s estimates in hearings and discussions with Members of 
Congress. 


Harry 8S. TRUMAN. 


Excerpt from pp. 8 and 9 of H. Rept. 2181, S4th Cong., 2d sess., dated May 21, 1956, on 
public works appropriation bill, fiscal year 1957] 


CorpPs OF ENGINEERS 
CAPABILITIES 
* Ea % a 1 * 4 


After hearing from the engineers of their incapability of carrying out the 
program Congress laid out for them last year, and hearing that this was in 
part caused by the appropriation of funds for unbudgeted projects, the com- 
mittee was utterly amazed to learn that the same engineers have told Members 
of Congress, in writing or in officially recorded testimony, that next year they 
could use additional unbudgeted funds on more than 100 projects totaling over 
$65 million. The committee does not accuse the engineers of dishonesty but 
feels that it is in keeping with the situation to warn them that enthusiasm, un- 
restrained by recognition of capabilities, can only lead to complete loss of con- 
fidence in their testimony. 

It should also be pointed out that the Budget and Accounting Act and executive 
regulations require agencies to support the President’s Budget. These letters 
to Congressmen are not technically requests for more funds than requested in 
the budget. It is well known, however, that they are considered to be tanta- 
mount to such a request. The committee is intrigued by the executive branch’s 
apparent lack of attention to this situation in the corps when these regulations 
are so assiduously enforced with respect to other agencies. 

4 = 2 * * * * 

Section 202(c)(8) of the National Security Act of 1947, as amended by the 
Department of Defense Reorganization Act of 1958, provides as follows: 

“(8) No provision of this Act shall be so construed as to prevent a Secretary 
of a military department or a member of the Joint Chiefs of Staff from present- 
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ing to the Congress, on his own initiative, after first so informing the Secretary 
of Defense, any recommendations relating to the Department of Defense that 
he may deem proper.” 

Nore.—The foregoing provision prevents other provisions of the National 
Security Act of 1947, as amended, from being construed as precluding the 
officers named from presenting certain recommendations to Congress after 
first informing the Secretary of Defense. This section does not in any way 
modify restrictions which may be imposed by other laws such as section 206 
of the Budget and Accounting Act, 1921 (31 U.S.C. 15), which provides as 
follows: 


“$15. Estimates or requests for appropriations, etc., not to be submitted by 
department officers or employees except by request. 


“No estimate or request for an appropriation and no request for an increase 
in an item of any such estimate or request, and no recommendation as to how 
the revenue needs of the Government should be met, shall be submitted to Con- 
gress or any committee thereof by any officer or employee of any department 
or establishment, unless at the request of either House of Congress” (June 10, 
1921, ch. 18, Title II, § 206, 42 Stat. 21). 

JANUARY 19, 1959. 


HOUSE OF REPRESENTATIVES, 
Washington, D.C., March 23, 1954. 
Hon. JosepH M. DopGeE, 
Director, Bureau of the Budget, Washington, D.C. 

DEAR Mr. Dopce: I have your letter of the 19th referring to the joint letter 
signed by Chairman Taber and myself, addressed to the President, calling at- 
tention to the violation of the statutes by the Chief Engineer of the Federal 
Power Commission, apparently with the sanction of the Chairman of the Federal 
Power Commission. 

It appears that Mr. Kuykendall’s letter to the President, dated March 18, 
takes a considerably different tack than the letter which Mr. Kuykendall wrote 
to our committee in response to our inquiry as to Mr. McWhorter’s authority 
to testify before the Subcommittee on Army Civil Functions and Military Con- 
struction. 

To me, it seems incredible that a man of Mr. McWhorter’s long experience 
in Government should have committed so grievous an error that Mr. Kuyken- 
dall could have been other than aware of the significance of Mr. McWhorter’s 
proposed testimony before our subcommittee. Accordingly, I believe that a re- 
minder ought to be sent to all Federal agencies, in order that the integrity of 
the recommendations of the Bureau of the Budget with respect to appropri- 
ations, be preserved. 

Very sincerely yours, 
GLENN R. DAVIS, 
Member of Congress. 


Marcu 38, 1954. 


Hon. Dwicut D. EISENHOWER, 
President of the United States, Washington, D.C. 

DEAR Mr. PRESIDENT: Attached hereto are pages 711 through 714 of part 
2 of the hearings before the Subcommittee on Civil Functions of the Depart- 
ment of the Army, 2d session, 83d Congress. These pages are the testimony 
of Mr. Roger B. McWhorter, Chief Engineer of the Federal Power Commis- 
sion, who appeared in support of a proposed appropriation to initiate construc- 
tion of the Hartwell Dam on the Savannah River in Georgia. 

You will note on page 714 that the chairman of the subcommittee called 
Mr. MeWhorter’s attention to the fact that the budget pending before the Con- 
gress included $50,000 for planning on the Hartwell Dam project, but did not 
include funds for construction. Mr. McWhorter replied that he was aware 
of that and also stated in response to question from the chairman of the sub- 
committee that he had not been authorized by the Bureau of the Budget to 
appear, but was appearing by authority of the Federal Power Commission. 

The Budget and Accounting Act of 1921 includes the following section, codi- 
fied as section 15 of title 31 of the United States Code: 

“No estimate or request for an appropriation and no request for an increase 
in an item of any such estimate or request, and no recommendation as to how 
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the revenue needs of the Government should be met, shall be submitted to 
Congress or any committee thereof by any officer or employee of any depart- 
ment or establishment, unless at the request of either House of Congress.” 

An act of Congress approved July 11, 1919, codified as section 201 of title 18 
of the United States Code is as follows: 

“No part of the money appropriated by any act shall, in the absence of express 
authorization by Congress, be used directly or indirectly to pay for any personal 
service, advertisement, telegram, telephone, letter, printed or written matter, 
or other device, intended or designed to influence in any manner a Member of 
Congress, to favor or oppose, by vote or otherwise, any legislation Or appropria- 
tion by Congress, whether before or after the introduction of any bill or resolu- 
tion proposing such legislation or appropriation ; but this shall not prevent officers 
and employees of the United States from communicating to Members of Congress 
on the request of any Member of Congress, through the proper official channels, 
requests for legislation or appropriations which they deem necessary for the 
efficient conduct of the public business. 

“Any officer or employee of the United States who, after notice and hearing 
by the superior officer vested with the power of removing him, is found to have 
violated or attempted to violate this section, shall be removed by such superior 
officer from office or employment. Any officer or employee of the United States 
who violates or attempts to violate this section shall also be guilty of a misde- 
meanor and on conviction thereof shall be punished by a fine of not more than 
$500 or by imprisonment for not more than 1 year, or both. 

Inasmuch as section 15 of title 31 provides an “official channel’”—from which 
no deviation is authorized—through which requests for appropriations may be 
submitted to Congress, the question was raised as to whether Mr. McWhorter 
might have appeared before the committee in violation of these laws. After 
the hearing a letter was addressed to Mr. J. K. Kuykendall, Chairman of the 
Federal Power Commission, asking him by what right Mr. McWhorter appeared 
and what his instructions were. A copy of this letter and a photostatic copy of 
Mr. Kuykendall’s reply thereto are enclosed. 

Mr. Kuykendall’s reply can be regarded only as a frank statement of obvious 
disregard, both by himself and by Mr. McWhorter, of the statutes quoted above. 
It cannot be contended successfully that the request of one Member of Congress 
is a request by a House of Congress within the meaning of the quoted statute. 

The only special authority of the Federal Power Commission bearing even 
remotely on the point is section 800b of title 16, which authorizes the Com- 
mission to make recommendations to the Congress under certain circumstances 
as follows: 

“Whenever, in the judgment of the Commission, the development of any 
water resources for public purposes should be undertaken by the United States 
itself, the Commission shall not approve any application for any project affect- 
ing such development, but shall cause to be made such examinations, surveys, 
reports, plans, and estimates of the cost of the proposed development as it may 
find necessary, and shall submit its findings to Congress with such recommenda- 
tions as it may find appropriate concerning such development.” 

The major purpose of the budget provisions of the Budget and Accounting 
Act of 1921 was to provide a process through which the expenditure recom- 
mendations of all agencies of the Government would be screened and a balanced 
program for each year submitted by the administration to the Congress. There- 
fore, while section 800b quoted above may authorize the Federal Power Com- 
mission to report independently to the Congress in favor of any project it may 
wish, the section does not authorize the recommendation of a specifie appro- 
priation at a specific time as was done in this instance by Mr. Kuykendall and 
Mr. McWhorter without regard to the procedure established by the Budget 
and Accounting Act for submission of estimates of appropriation to the Congress. 

To hold otherwise would result in no budgetary control over construction of 
power facilities except through the Federal Power Commission, which is 
repugnant to the whole idea of the Budget and Accounting Act and is, therefore, 
obviously not to be seriously considered. 

This matter is of such grave import as to warrant the most careful con- 
sideration. 

Very sincerely yours, 


Chairman, Subcommittee on Army Civil Functions. 


Chairman. 
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[Excerpt from House of Representatives report on Department of Agriculture appropriation 
bill, 1943] 


“RELUCTANCE OF WITNESSES TO ANSWER QUESTIONS AS TO SUFFICIENCY OF BUDGET 
ESTIMATES 


“The subcommittee has noticed, from time to time, the reluctance of bureau 
chiefs to answer inquiries propounded by its members respecting the adequacy 
of amounts granted by the Budget for the several activities of the Department 
and the wisdom, in the light of the public interest as they view it, of budget 
reductions in such amounts. This reluctance grows out of the well-known 
provision of the Budget and Accounting Act that no estimate or request for an 
appropriation or request for any increase thereof shall be submitted to Congress 
or any committee thereof by any officer or employee of any department or estab- 
lishment, unless at the request of either House of Congress. 

“Your committee believes there is nothing in this statute which would pro- 
hibit a bureau chief from giving candid answers to questions propounded by its 
members and that his action in so doing could not be construed as a request 
on his part for an appropriation in excess of the budget estimate, even though 
such an answer might disclose the personal conviction of the witness that the 
amount of the budget estimate would not properly safeguard the public interest.” 


JULY 29, 1942. 
Hon. NELSON LEE SMITH, 
Chairman, Board of Investigation and Research, Dupont Circle Building, Wash- 
ington, D.C. 

My Dear Netson: I have your letter of July 9, in which you enclose a copy 
of your prepared statement for presentation before the subcommittee of the 
Senate Committee on Appropriations in support of the recent supplemental 
estimate in the amount of $272,000 submitted for the Board. 

I was somewhat concerned when I read your statement and my concern was 
substantiated when I learned that Senator McKellar called your attention to 
the fact that you are not allowed to testify about increases in budget estimates, 
because of your repeated emphasis on the curtailment of your program as 
recommended by the Bureau of the Budget. I know that when we discussed 
the matter you expected to make your justification on the basis of the Bureau 
of the Budget’s recommendations. I am sure that you are familiar with section 
206 of the Budget and Accounting Act which places such a requirement upon 
the agencies of the Government. I would not be concerned about your pres- 
enation of information to the committee as to the amounts which you have 
asked for and the amounts recommended by the Bureau, if such a presentation 
was in response to questions by the committee. However, in this instance the 
information was not presented in response to questions but was voluntarily 
presented to the committee in your formal statement. 

The appropriation as enacted provided $500,000 for the activities of your 
Board—a considerable increase over the amount recommended by the President. 
However, the effect of the increase was modified by the provision inserted in 
the appropriation language in committee conference which requires that the 
program of the Board be completed within the limits of the funds made avail- 
able by this appropriation. 

My writing to you as above is prompted by my desire to have you fully under: 
stand the position of the Bureau of the Budget and so that you will understand 
the responsibility on your agency to support the recommendations as made by 
the President. 

Sincerely, 
(Signed) WAYNE Coy, 
Assistant Director. 

Mr. Fioop. We mean we will incorporate into the record that part 
of the committee report by reference. 

Mr. Stans. Thank you. 

Mr. Fioop. That simply saves printing costs. We know what you 
mean. 

Let me ask you this: I direct your attention to the third paragraph 
of this letter we are talking about of yours, second sentence thereof: 


It is expected that witnesses will carefully avoid volunteering views differing 
from the budget either on the record of off the record. 
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What about that sentence faced even with your precedent? Would 
you like to take that out ? . 
Mr. Srans. I would rather not take it out of context. I would 


prefer it if the gentleman read the next question, too. 
Mr. Froop. All right. 


While direct questions at hearings must be answered frankly, it is expected 
that a witness who feels he must set forth a personal view inconsistent with the 
President’s budget will also point out— 









I am giving you the benefit of my excellent reading of text, you 
notice— 





that the President’s judgment on the matter was reached from his overall per- 
spective as the head of the Government, and in the light of overriding national 
policy. The witness should make it clear that his personal comments are not 
to be construed as a request for additional funds. 










You couldn't read that any more effectively yourself, could you / 

Mr. Stans. I accept that. It was very well done, sir. 

Mr. Froop. Then you agree that the sentence that I first read, even 
in the face of all this, on or off the record, to the Appropriations Com- 
mittee of the House, he must not volunteer anything, and if he does 
then he must say “I am a little fellow over here in the corner, and I 
don’t have the broad sweep.” Is that it? 

Mr. Srans. That is correct. 

Mr. Froop. This went to other department chiefs besides Mr. Me- 
Elroy of Defense ¢ 

Mr. Stans. It went to the head of every department and agency in 
the Government. 












PROPOSED CHANGES IN DEFENSE APPROPRIATION STRUCTURE 













Mr. Fioop. Mr. Chairman, I would like to read a letter to the com- 
mittee sent to me by the distinguished gentleman from Georgia, Mr. 
Vinson today. He asked me to bri ing this to the attention of the com- 
mittee. I would like to read it to you. 

Mr. Cannon. Does it relate to the question before us now? 

Mr. Fioop. That you can be sure of. 

Mr. Cannon. Without objection the gentleman will proceed to read. 

Mr. Froop. This isa letter from the chairman of the Armed Services 
Committee, Mr. Director, Mr. Vinson, of Georgia. 














I have just read with interest the President’s budget message for 1960. I am 
particularly concerned about the proposed appropriation structure which the 
President recommended on page M-31 and M-32. The President stated: 

“In my message to the Congress last year transmitting recommendations rela- 
tive to our entire Defense Establishment, I pointed up the need for the Secre- 
tary of Defense’ — 







Mr. Cannon. Will the gentleman give us the substance of it and 
then insert it ¢ 
(The letter referred to follows :) 










JANUARY 20, 1959. 

Hon. DANIEL FLoop, 
House of Representatives. 

DeAr Dan: I have just read with interest the President’s budget message for 
1960. 

I am particularly concerned about the proposed appropriation structure which 
the President recommended on pages M-31 and M-32. The President stated: 

“In my message to the Congress last year transmitting recommendations rela- 
tive to our entire Defense Establishment, I pointed out the need for the Secretary 
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of Defense to have adequate authority and flexibility to discharge his heavy 
responsibilities. One of the areas requiring attention is the pattern under 
which funds are appropriated. 

“This budget proposes a rearrangement of appropriations for the Department 
of Defense in terms of major purposes rather than of organization units. These 
broad categories are (1) military personnel, (2) operation and maintenance, 
(3) procurement, (4) military construction, and (5) research, development, test, 
and evaluation. This rearrangement will permit consideration of the Depart- 
ment of Defense budget on a more uniform and more clearly understandable 
basis.” [Italics supplied.] 

You will recall that during the debate on the Defense Reorganization Act one 
of the greatest concerns of the Committee on Armed Services and the Congress 
was the danger inherent in placing in the hands of one individual an appropri- 
ation for national defense activities in excess of $40 billion annually. This was 
the heart of the argument with regard,to the effect of the words “separately 
administered” and the substitution of the words “separately organized under its 
own Secretary.” 

As I read the President’s budget message, it is apparent that he contemplates 
that appropriations for the Department of Defense will hereafter be made to 
the Department of Defense under five broad categories. If I interpret this 
correctly, this would mean an appropriation for military personnel in one 
lump sum without designating the personnel strengths of each service- Instead, 
the Secretary of Defense would make this decision. In other words, the Con- 
gress is asked to surrender its constitutional responsibility “to raise and sup- 
port armies,” and “to provide and maintain a Navy.” Flexibility is the stated 
justification—surrender of constitutional responsibility is the result. 

It appears quite obvious that what the President seeks is merely an appropri- 
ation of money from the Congress without any designation as to the size of 
the forces such appropriations will maintain. Under this language it appears 
likely that if the Secretary of Defense, through the President, saw fit to reduce 
the size of the Army and increase the size of another service, he could do so, 
so long as it was within the funds made available for total military personnel. 

This same argument is true for the other four categories suggested by the 
President. 

Perhaps it is appropriate for me to quote from the committee’s report on the 
Defense Reorganization Act of 1958. Among other things contained in that 
report is this statement, which will be found on page 40: 

“The committee has made no provision to give the Secretary of Defense 
increased control over the funds appropriated to his Department. This area 
of the President’s recommendations set forth in his message of April 3, 1958, 
was not developed in specific terms by witnesses from the executive branch. 
It is also an area that will require meticulous examination by Congress. The 
executive department has from time to time contended, as early as 1795, that 
appropriations for military purposes ought to be general or even lump-sum 
grants to be expended at discretion by the executive rather than specific ap- 
propriations. Congress has never accepted this view as being consistent with 
its responsibility to insure that money is not withdrawn from the Treasury 
except for a specific object, to an extent, and out of a fund which has been 
established by law. The relationship of this control over appropriations to the 
eonstitutional responsibilities of Congress relating to the Armed Forces, which 
are enumerated above, is too apparent to necessitate discussion.” 

It appears to me that we are faced with a most serious challenge to the Con- 
stitutional responsibilities of the Congress. If the Congress surrenders its right 
and responsibility to raise and support armies and to provide for a Navy, and to 
designate and provide for the personnel of each service, then we merely become 
a tax-raising body which simply appropriates money without any further voice 
as to how that money shall be expended. 

I am sure that I speak for a large majority of the Committee on Armed Services 
when I say that we take vigorous exception to the proposed “appropriation 
structure” contained in the President’s budget message. We have already seen 
the intent of the Congress thwarted with respect to the size of the Army and the 
Marine Corps. To concur in the President’s recommendations as contained in 
his Budget message with regard to the structure of the defense appropriations 
for 1960, would constitute abject surrender in this vital area. 

I am very much afraid that the executive branch of Government has reached 
the decision that Congress should merely appropriate funds to the Department 
of Defense without any further voice in the manner and means by which our 
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national security shall be maintained. How can we acquiesce in such a proposal, 
and at the same time meet our constitutional responsibilities to “raise and 
support armies” and “to provide for a Navy”? 

At present the House of Representatives looks to the Appropriations Com- 
mittee for guidance and direction in the expenditure of funds for each service, 
including personnel strengths, procurement, maintenance and operation of 
bases, to name but a few. If this proposal is adopted, the Congress, and the 
Committee on Appropriations, will no longer be able to exercise their independent 
judgment with respect to the separate services. 

Sincerely, 
CARL VINSON, Chairman. 

Mr. Fioop. This is the height of presumption to give the substance 
of this letter. This is a letter from my friend from Georgia, and 
yours, Mr. Chairman, in which he says, substantively : 

It appears to me that we are faced— 
the Congress— 


with a most serious challenge to the constitutional responsibilities of the Con- 
gress if the Congress surrenders its rights and responsibility to raise and support 
armies and to provide for a Navy and to designate and provide for the personnel 
of each service, then we merely become a tax-raising body which simply appro- 
priates money without any further voice as to how that money shall be expended. 

Mr. Chairman, this deals with the language in the President’s budget 
in which he sets up major purpose categories rather than organization 
units in the defense appropriation bill. These are broad categories: 
(1) military personnel, and the five others that follow. 

In effect, this is clear evidence of the general thinking with which 
we are concerned. Here is exhibit A. This message of the President, 
this comment by the chairman of the Armed Services Committee is 
exhibit A, and the great majority of his committee feels you are doing 
precisely what I indicated earlier. 

I would like to place this letter from the chairman of the Armed 
Services Committee dealing with this specific matter in the record, 
Mr. Chairman. I will see that you and all members of the subcom- 
mittee immediately get a copy and that the Director of the Bureau 
of the Budget immediately gets a copy of the letter itself. 

Mr. Cannon. I think the chairman of the Armed Services Com- 
mittee has supplied all members of the committee, at least the Sub- 
committee on Defense, with a copy. I have a letter from him on 
the matter. 

Mr. Froop. If the other members of the general committee would 
like copies I would be happy to see that they get: it. 

Mr. Stans. May I comment on it briefly ? 

Mr. Fioop. Of course. 

Mr. Srans. I was not aware of any feeling on the part of the chair- 
man of the Armed Services Committee with respect to the presenta- 
tion of the budget until you read this letter. If there is a misunder- 
standing I am sure it can be cleared up. 

The structure in the budget for the armed services was worked out 
by the Department of Defense and approved by us consistent with 
the purposes of the Defense Reorganization Act of 1958. I think 
it can be shown that the appropriations for the respective services are 
also indicated just as they were in the past, and I believe the matter 
will be cleared up when the Department of Defense budget is under 
review by the subcommittee of this committee. 

Mr. Froop. You can be sure of that. Make no mistake about that. 
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Mr. Manion. Will the gentleman from Pennsylvania yield ¢ 

Mr. Fioop. Yes. 

Mr. Manon. The letter to which Mr. Flood makes reference is ap- 
parently an identical letter addressed to all members of the Subcom- 
mittee on Defense Appropriations. At least I had one addressed to 
me and I imagine the same letter was addressed to others. 

I think the record should show here, Mr. Director, whether or not 
you interpret the new format of the Defense budget to mean that 
there will be interchangeability of funds in the Defense Department 
in any way different from what has been true in former budgets. 

Mr. Srans. Only to the extent that that may be spelled out in the 
budget language and I know of no reference to that in the budget 
language. 

Mr. Manon. In other words, funds would be appropriated for the 
various services and used by the various services for specific cate- 
gories ¢ 

Mr. Stans. Yes. 

Mr. Manon. Do you have the feeling that while this present 
budget does not bring about a lump-sum appropriation for the Secre- 
tary of Defense, a kind of blank check, that eventually you ought to 
move toward more or less a lump-sum appropriation to be admin- 
istered by the Secretary of Defense for the armed services ? 

Mr. Srans. I am not sure that I can answer that without giving 
it further thought. I think there may be some portions of the De- 
fense budget that the Department and the committee might con- 
sider going to the Secretary of Defense, but I have no preconceived 
idea on that nor do I know of any specific plan to go beyond at this 
time the format that is in the 1960 budget. 

Mr. Manon. Do you know whether or not it was proposed that 
you go beyond the format presented in the 1960 budget ? 

Mr. Srans. I recall discussions about the possibility ‘of the research 
and development appropriation going to the Secretary of Defense, 
but that has not been done in this budget. 

Mr. Manion. For the purpose of the record and to shorten this 
discussion, will you place in the record any flexibility in the military 
budget which is possible under the 1960 ‘submission which was not 
also. possible under previous submissions? In other words, in what 
ways is this different from previous budgets from the standpoint 
of flexibility? That is the issue. 

Mr. Srans. I will review that and put it in the record. 

(The following was supplied :) 

In the fiscal year 1960 budget for the Department of Defense there is proposed 
a single appropriation for “Operations and maintenance, Navy,” consolidating 
10 present appropriations. This will provide additional flexibility for the De- 
partment of the Navy. Aside from this proposal the budget includes the same 
flexibility and transferability as was approved in the 1959 appropriation act. 
However, the fiscal year 1960 budget less transferability than the President's 
budget for fiscal year 1959 when authority to transfer not to exceed $2 billion 
between appropriations was requested. 

Mr. Froop. You use the word “flexibility” as interchangeability. 
It means the same as transferability. 

Mr. Manon. Yes. 

Mr. Forp. Will you yield? 

Mr. Fioop. I yield. 
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Mr. Forp. It is my understanding from discussions we had last year 
with the military people, civilian and uniformed personnel, that this 
was to be a change in format, not in substance under any circum- 
stances. I think it is also fair to point out that in the budget which 
was submitted last year for fiscal 1959 the President asked for consid- 
erably greater flexibility. In fact he wanted $2 billion worth of out- 
right flexibility, and as I recall in the budget for fiscal 1960 there is 
no such request. Is that true? 

Mr. Srans. No such request for transferability. 

Mr. Frioop. The entire subcommittee made it clear there was no 
more chance of that $2 billion transferability than there was a 5-cent 
stamp in about 5 minutes. 

Mr. Cannon. Mr. Lipscomb? 


ACCRUED EXPENDITURES (H.R. 8002) 


Mr. Lirscoms. You referred to budget tools once or twice. You 
are a member of the joint program to improve accounting, I believe ? 

Mr. Stans. Yes. 

Mr. Lirscoms. Has this program progressed to the extent where all 
Government agencies are under the cost-base budgets and accrued 
accounting as provided in Public Law 476 of the 84th ¢ ‘ongress 4 

Mr. Srans. No; it has not advanced to that point as yet. It is 
making c onsiderable progress. 

Mr. Lirscoms. Has the Department of Defense started on this 
program ¢ 

Mr. Srans. I believe they have started on the program; yes, but 
they are quite a long way from completing it. 

Mr. Lipscome. Then in the Budget message, and as you pointed out, 
there are six items included in the budget under the accrued expendi- 
ture limitation. Those six items are probably the appropriations 
which have cost-base budgets and accrued accounting that are ade- 
quate enough to be submitted on the accrued-limitation basis? 

Mr. Srans. Yes, sir. 

Mr. Lirscoms. So until the Department of Defense has an adequate 
accounting system they will not be able to come under the accrued- 
expenditure- limitation basis. Is that right? 

Mr. Srans. I think it would be completely ineffective to put them 
under the accrued-expenditure basis until they had reached that stage 
of development in their accounting system. 

Mr. Lirscoms. And the Department of Defense budget is 59 to 
60 percent of the entire budget / 

Mr. Srans. Fifty-nine percent of the budget, I believe, for all 
major national sec urity programs; 52 percent for the military func- 
tions of the Department of Defense. 

Mr. Lirescoms. So until we get the Department of Defense under 
the accrued expenditure limitation, which means that they first must 
have an adequate accounting system, we will not be able to adequately 
appraise H.R. 8002 as to its effect ? 

Mr. Stans. Certainly not as to its overall value to the Govern- 
ment, no. 

Mr. Lipscoms. So far as I know, the Bureau of the Budget, the 
Secretary of the Treasury, and the Comptroller General all “during 
their support of H.R. 8002 never once took the stand that it would 
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Save any specific amount of money or put a price tag on that legis- 
lation. It was strictly approved and supported on the basis that it 
was a budgetary tool. Isthat correct? 

Mr. Srans. To the best of my knowledge that is correct. 

Mr. Lipscoms. One further question with regard to Mr. Flood’s 
resolution and that of Mr. Laird. I happen to have one in, too—— 

Mr. Fioop. That is right. 

Mr. Larrp. This gentleman is the author. 

Mr. Fioop. I was about to say that. 

Mr. Lirscoms. With help from my colleagues. Did I understand 
you to say that you would have no objection to having C ongress look 
into the matter of this resolution, the subject matter referred to in it, 
as well as the Budget and Accounting Act of 1921, so that Congress 
can themselves get a better process so far as their fiscal management 
is concerned ? 

Mr. Srans. I said this, and I will repeat it: I said if a substantial 
number of the Members of Congress felt as Mr. Flood did that we 
would welcome an investigation. I am not sure that many Members 
of the Congress feel aggrieved as he does, but if the Congress votes 
an investigation we will cooperate with it. 

Mr. Foon. If the pean would yield. Investigation has an 
evil connotation here. I do not mean that. If you use the word 
in the classical Washington sense I do not mean investigation. You 
understand that. 

Mr. Larscomn. Actually the thought behind the resolution, as I 
know it, was to study the appropriating and fiscal procedures within 
the House of Representatives itself, and by the very nature of the 
resolution the Bureau of the Budget, of course, would have to be 
studied in this whole context. 

Mr. Fioop. That is a good word, “studied.” 

Mr. Srans. I would hope in that process that as the study proceeds 
the Bureau of the Budget itself could give some constructive sug- 
gestions as to how the processes of appropriation and administration 
of funds could be improved. 

Mr. Liescoms. I am sure you could. 

Mr. Fioop. My compliments to you. 

Mr. Cannon. Has the gentlemen concluded ? 

Mr. Lirscomp. Yes, sir. 

Mr. Cannon. Mr. Alexander. 


PUBLIC DEBT COMPOSITION 


Mr. Atexanper. Mr. Secretary, I noticed that in the expenditure 
chart you show the second highest amount of interest funds we have 
had to expend, and also I notice it has increased by a half billion dol- 
lars this year over last year. How much of that is due to greater 
public indebtedness and how much is due to an increase in the in- 
terest rate or the amount the Government has to pay ? 

Secretary Anperson. Certainly some to both, sir. To get a precise 
breakdown I would have to make some examinations of figures and 
submit them to you. Part of it is due to the rapid rise in the short- 
term rate since last May and some of it will be due to the fact we 
are now paying interest on a larger debt. 
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Mr. Atexanper. What portion of your indebtedness is short term 
and what is the difference in the rate of interest in short term and 
long term ? 

Secretary Anverson. The short-term and the long-term rates are 
now very close together. I will be glad again to furnish you a chart 
showing you these precise percentages, and if you would like, another 
one which would show you the exact distribution of the debt, I will 
be glad to give you that. 


Summary of public debt and guaranteed obligations outstanding Dec. 31, 1958, and 
comparative figures for Dec. 31, 1957 


[On the basis of daily Treasury statements] 


Dec. 31, 1958 Dee. 31, 1957 
Title See i eae 
Average Amonnt | Average} Amount 
linterest outstanding linterest| outstanding 
rate ! rate 


Public debt: 
Interest-bearing debt: 
Public issues: 
Marketable obligations: Percent | Percent | 
Treasury bills (regular series) __| ? 2.912 | $28, 751, 525,000.00 | 23.496 | $23, 855, 433, 000. 00 
Treasury bills (taxanticipation | 











series) eae a | 23. 096 2, 996, 699, 000. 00 | 2 3. 626 | 3, 001, 664, 000. 00 
Certificates of indebtedness 
(regular series | 2.289 | 32,797, 351,000.00 | 3.699 34, 553, 539, 000. 00 
Certificates of indebtedness | | 
(tax anticipation series } 1.500 3, 567, 049, 000. 00 | / a 
"Teasery WOW Ss cuc. ssc ck 2. 954 26, 071, 527,000.00 | 2.866 | 20, 663, 889, 000. 00 
Treasury bonds. - WF 4 2. 592 83, 352, 402, 150. 00 2. 505 82, 067, 294, 250. 00 
Other bonds-_.-__- Jct) 2a 49, 800, 000. 00 3.000 | 49, 800, 090. 00 
Total marketable obligations_| 2.624 | 175, 586, 353,150.00 | 2.965 | 164, 191, 629, 250. 00 
Nonmarketable obligations: 
Depositary bonds-__ | 2.000 203, 301, 500. 00 2. 000 | 155, 942, 500. 00 
Treasury bonds, investment | | 
series. 4) 2 7 | 9, 017, 143, 000. 00 2. 732 10, 252, 785, 000. 00 
United States sav ings bonds 2.944 | 51, 191, 945, 763. 40 2. 906 52, 474, 370, 682. 2% 
Total nonmarketable obliga- | | 
NR i a6 36-5 cc. haw : 2.909 | 60, 412. 390, 263.40 | 2.875 | 62, 883, 098, 182. 23 
Total public issues _ - 2.697 | 235, 998, 743, 413. 40 2. 940 227, 074, 727. 432. 23 
Special issues: 
Canal Zone, Postal Savir igs System | 2.000 300, 000, 00 2. 000 100, 000, 00 
Civil service retirement fund 2. 512 8, 098, 428, 000. 00 2. 500 7, 289, 650, 000. 00 
Federal Deposit Insurance Corpo- | | 
ration 2. 000 | 631, 400, 000. 00 2. 000 640, 000, 000, 00 
Federal disability insurance trust 
fund 2.543 | 1, 257, 102, 000. 00 2. 500 579, 885, 000. 00 
Federal home loan banks 1. 500 | 164, 800, 000. 00 2.101 | 50, 000, 000. 00 
Federal Housing Administration 
funds 2. 000 62, 162, 000. 00 2. 000 29, 091, 000. 00 
Federal old-age and survivors in- | 
surance trust fund 2.526 | 17,753, 257,000.00 | 2.500 18, 519, 157, 000. 00 
Federal Savings and Loan Insur- 
ance Corporation --- 2. 000 , 000. 00 2. 000 82, 850, 000. 00 
Foreign service retirement fund____| 3.953 , 000. 00 3. 952 23, 873, 000. 00 
Government life insurance fund 3.500 | 1,12 », 000.00 | 3. 500 1, 164, 427, 000. 00 
Highway trust fund | 2.500 33 5, 000. 00 2. 684 | 587, 116, 000. 00 
National service life insurance fund 3.000 | 5,6: 9,000.00 | 3.000 5, 540, 310, 000. 00 
Postal Savings System | 2. 000 4, 800, 000, 00 
Rs uilroad retirement account. : 3. 000 3, 503, 100, 000. 00 3. 000 3, 208, 654, 000. 00 
Unemployment trust fund - . 2.625 | 6,054, 748, 000. 00 2. 632 8, 038, 091, 000. 00 
Veterans special term insurance 
fund i. 2. 492 54, 367,000.00 | 2. 656 40, 982, 000. 90 
Total special issues 2. 646 44, 840, 138, 000. 00 2. 639 45, 798, 986, 000. 00 
Total interest-bearing debt ..| 2.689 | 280, 838, 881, 413. 40 2. 889 272, 873, 713, 432. 23 
Matured debt on which interest has ceased --! - es 903, 413, 477. 44 IS 841, 010, 787. 66 


See footnotes at end of table, p. 140, 
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Summary of public debt and guaranteed obligations outstanding Dec. 31, 1958, and 
comparative figures for Dec. 31, 1957—Continued 









[On the basis of daily Treasury statements] 
















Dec. 31, 1958 Dee. 31, 1957 
















A veragt Amount Average Amount 
interest outstanding interest outstanding 
rate rate 






















Public debt—Continued 
Debt bearing no interest: Percent Percent 

International Monetary Fund ; $757, 000, 000. 00 $746, 000, 000, 00 

Other. __. ; 423, 128, 693. 03 437, 060, 070. 83 



















Total gross c debt. - ee 282, 922, 423, 583. 87 274, 897, 784, 290. 72 





publi 






Guaranteed obligations not owned by the 








Treasury: 
Interest-bearing debt 2. 621 108, 152, 050. 00 2.619 103, 694, 150. 00 
Matured debt on which interest has 
ceased 

















Total guaranteed obligations not 


owned by the Treasury 104, 36 








Total gross public debt and guaranteed 










obligations 283, 031, 201, 133. 87 275, 002, 145, 515. 72 
Deduct debt not subject to statutory 
limitation ; 424, 227, 719. 09 : 438, 507, 261. 84 
















Total debt subject to limitations 3___- 282, 606, 973, 414. 78 274, 563, 638, 253. 88 








Beginning with the statement for Dec. 31, 1958, the computed average interest rate on the public debt 
will be based upon the rate of effective yield for issues sold at premiums or discounts. Prior to Dec. 31, 
1958, the computed average rate was based upon the coupon rates of the securities. This rate did not ma- 
terially differ from the rate computed on the basis of effective yield. The Treasury, however, announced on 
Nov. 18, 1958, that there may be more frequent issues of securities sold with premiums or discounts when- 
ever appropriate. If so, this ‘‘effective-yield”’ method of computing the average interest rate on the public 
debt will more accurately reflect the interest cost to the Treasury, and is felt to be in accord with the intent 
of Congress where legislation has required the use of such rate for various purposes. 
? Computed on true discount basis. 
§ Statutory debt limit is changed by the act approved Sept. 2, 1958, from $275,000,000,000 to $283 ,000,000,000. 
The act approved Feb. 26, 1958, provided for a tempor: wry” increase in the limit until June 30, 1959, of 
$5,000,000,000._ From Feb. 26 to Sept 2, 1958, the limit was $280,000,000,000 and from Sept. 2, 1958, to June 
30, 1959, it will be $288,000,000,000. Thereafter it will revert to $283,000,000,000. 



























Mr. ALexanper. We can go into that in the subcommittee. I was 
just interested in knowing the factors. 

Secretary Anperson. It is some of both. 

Mr. Cannon. Mr. Rhodes. 

Mr. Ruopes. Mr. Chairman, I want to compliment Mr. Stans and 
the Secretary for their very fine statements, and certainly as a new 
member of this committee this has been ver y educational to me. 












OF SYSTEMATIC DEBT REDUCTION 





QUESTION 









I would like to ask a couple of questions. About two Congresses 
ago I began introducing a bill which would have amended the Budget 
and Ac ‘counting Act to prov ide that before a budget can be conside red 
as balanced there must be an item for the reduction of the national 
debt by at least $2 billion. We have had a lot of talk in the last 2 days 
about the debt being too high and the fact that we need to live w ithin 
our income. To me one of the most important things we can do in 
the future is not only to live within our income, but to start to reduce 
the debt. I realize putting this in the Budget and Accounting Act is 
giving the Government the idiot treatment, but it is my humble 
opinion if we do not start to reduce this debt we deserve the idiot 










treatment. 
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Is there any official position that you would care to take on the 
desirability of such a bill as that ? 

Secretary Anperson. I do not think that I want to make an official 
comment. I certainly share your view that particularly in times of 
high levels of production and income we ought not only to make an 
effort to keep our spending in range with our collections, but we should 
try to develop a situation where there could be some debt retirement. 

Mr. Ruopes. Of course, my whole idea is that philosophically I 
feel that a budget is not balanced unless it provides for some reduction 
of the debt. 


LEASE-PURCHASE CONSTRUCTION PROJECTS 


Now I have a question to direct to you, Mr. Stans. 

With regard to this lease-purchase situation, as I understand it, 
after Congress failed to pass the law extending the Lease-Purchase 

Act there were certain projects mae were carried on to the stage of 
a contract actually being signed. I do not recall whether you stated 
what position those particul: uv projects were in at the time the Con- 
gress refused to pass the act. How far along had they progressed, 
in other words ? 

Mr. Srans. I do not know how far along they were at the time that 
the act expired. 

Mr. Ruopes. I am talking about February 11. As I understand it, 
the controversy is over what you did between February 11, when Con- 
gress refused to extend the act, and the end of the fiscal year; is that 
not correct ¢ 

Mr. Srans. As far as I am concerned, the controversy, if you call it 
that, starts at March 5, when I was first brought into it by the call 
from Congressman Thomas. On that date all but three of the projects 
had been advertised for bids for financing and bids had been received 
and opened. All but 11 of the projects had been advertised for con- 
struction, so they were very well along the way. 

Mr. Ruopes. You said something yesterday which led me to believe 
that on advice of counsel you had concluded that if these projects were 
not continued the Government, or some official of the ¢ Government, 
might be legally liable in damages. 

Mr. Srans. I think that I said today that Administrator Floete of 
the General Services Administration was concerned about that, because 
he had taken bids and had opened them and had been threatened, I 
believe, with the possibility of lawsuits if he did not proceed to make 
the awards. 

Mr. Ruopes. This Congress is full of lawyers, some of them quite 
good. If a Congressman, or a group of Congressmen, had wanted 
to discontinue the program of lease-purchase instanter there was a 
perfectly logical course of action to accomplish this. Congress could 
actually pass a resolution, or legislation, ordering the General Services 
Administration to immediately halt all proceedings on such contracts, 
could it not ¢ 

Mr. Srans. I, of course, agree with you. One of the reasons I 
would not tell Administrator Floete to stop the projects was the fact 
that Congress by its enactment of the law, and by its approval of the 
specific projects, had in fact directed they go ahead, and until there 
was a contrary action I felt the responsibility of the executive branch 
was to go ahead with them. 
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Mr. Ruopes. So, actually, in the opinion of your legal counsel, you 
were not furnished with the: necessary authority to protect yourself, or 
the General Services Administration, from legal lability if you 
stopped ? 

Mr. Stans. Correct. That was Mr. Floete’s concern. 


STATUS OF CIVIL SERVICE RETIREMENT FUND 


Mr. Ruopes. As to the civil service retirement fund controversy, 
the statement was made that this fund is somewhere in the neighbor- 
hood of $20 billion in the red, actuarily speaking. Do you know how 
much in the red this fund was on January 20, 1953 ¢ 

Mr. Srans. I do not, but if the figure is available I will get it and 
put it in the record. 

Mr. Ruopes. May the figure be put into the record at this point? 

Mr. Cannon. Without objection it will be included at this point. 

(The figure requested follows :) 

Actuarial determinations of the status of the civil service retirement and disa- 
bility fund are made as of June 30 of each year and any appraisal of the fund 
for other dates must be on the basis of estimates. The estimated unfunded lia- 
bility of the fund as of January 20, 1953, was $9.75 billion. The nearest actu- 
arial study to that date was as of June 30, 1953, when the liability was found to 
be $9.9 billion. On June 30, 1958, the actuarial liability was $20.5 billion. 

Mr. Ruopes. If the Congress were to appropriate the amount of 
money which we might deem nec essary to make this fund actuarily 
sound, what would be the actual mechanics of putting that money in 
the fund? Would you take the gold out of Fort Knox? Would you 
take the currency out of the economy and put it in a vault, or what 
would you do? 

Mr. Stans. Well, as a matter of fact, it would be merely to put Gov- 
ernment bonds into the fund. 

Mr. Ruopes. Which is a promise to pay some time in the future! 

Mr. Srans. Yes. 

Mr. Ruopes. Which is about the same thing as the situation that has 
been set up by law with regard to this fund, in that there is a continu- 
ing obligation on the part of the United States Government to make 
up the necessary amount of money to pay the recipients of this fund 
anyway. 

Mr. Srans. That is the point that I tried to develop this morning. 

Mr. Ruopes. So actuarily this is a matter of substituting a piece 0 of 
paper which says we are in debt for another piece of paper, which is 
a law which says we are indebted ? 

Mr. Srans. I believe that. 

Mr. Ruoprs. So in effect it might be doubletalk. 

Mr. Jones. Mr. Director, is it not true the only way this fund can 
be considered as being insolvent would be for every F ederal employee 
to retire tomorrow and call upon the fund for retirement benefits? 

Mr. Srans. Well, I do not know if you would need every one of 
them, but I would not call it insolvent unless the money was com- 
pletely distributed so that it had no balance beyond the contributions 
of employees. 

Mr. Ruopes. I have one more question, Mr. Director. 
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BUDGET PROPOSAL TO TRANSFER CERTAIN ITEMS TO HIGHWAY TRUST FUND 


There is a provision in the budget for the transfer of funds for 
the construction of roads in the national forests and public lands from 
the highway trust fund. Would you give the rationale of that par- 
ticular provision of the budget ? 

Mr. Srans. Yes. Under the new Interstate Highway System of 
about 41,000 miles the Federal Government pays 90 percent of the 
cost of constructing the highways, that payment being made out of 
the highway trust fund. The highway fund, of course, is created by 
the gasoline taxes collected and deposited in it. Of the 41,000 miles 
some portion of it goes across forest lands and public lands. It is 
an integral part of the highway system. It is used by the same peo- 
ple who use the rest. of the highway system and it is our feeling that 
those portions of the system that go across public lands should be 
paid for in the same way as the rest of the highway system. 

Mr. Ruopes. And this has nothing to do with forest roads and 
trails ? 

Mr. Srans. It has nothing to do with forest roads and trails, 

Mr. Ruopes. Thank you. That is all. 

Mr. Cannon. Mr. Pillion. 


CONFIDENCE IN THE DOLLAR 


Mr. Pitiion. Mr. Secretary, I have been reading that there is a 
growing lack of confidence abroad in our dollar. Is that correct, and 
if so, what is the cause of it and what are the possible repercussions ? 

Secretary ANpERSON. Well, I too see references every once in a 
while to the same kind of articles to which you refer. I think that 
we have to be concerned with several things. One is we have a great 
many countries in the world whose economies are now oriented pretty 
strong] y—— 

Mr. Prtx10on. To ours? 

Secretary AnpEersoN. To the Western World, and ours is the strong- 
est of the economies in the Western World. I think that other gov- 
enments look with a great deal of interest at the way in which we 
manage and conduct our own affairs. 

eons holdings of dollars and short-term bills amount to about 
$16 billion. The foreign countries, on the other hand, have long-term 
ommitments to us which greatly exceed their short-term plus their 
lng-term holdings in the United States. I think that despite what 
you read in the papers it is interesting to note that the foreign coun- 
tries have expressed their confidence in the dollar by increasing their 
dollar holdings of our securities during this year. 

I think that part of foreign concern was generated by the fact that 
there was an outflow of gold during 1958. As one examines it care 

tully, it appears to be a desirable normal redistribution of gold among 
the trading nations. One must remember in the Suez Canal crisis 
of 1957 many countries lost gold. Traditionally, European countries 
particularly like to hold a part of their reserves, monetary reserves, in 
gold. As the recession came on last year and short-term interest rates 
went very low some of those countries increased their own reserves. 
If one, for example, looks at the degree of convertibility that was 

complished in Great Britain, France, Germany, any number of the 
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Mr. Ruopes. So, actually, in the opinion of your legal counsel, you 
were not furnished with the necessary authority to protect yourself, or 
the General Services Administration, from legal liability if you 
stopped ? 

Mr. Stans. Correct. That was Mr. Floete’s concern. 


STATUS OF CIVIL SERVICE RETIREMENT FUND 


Mr. Ropes. As to the civil service retirement fund controversy, 
the statement was made that this fund is somewhere in the neighbor- 
hood of $20 billion in the red, actuarily speaking. Do you know how 
much in the red this fund was on January 20, 1953 2 

Mr. Srans. I do not, but if the figure is available I will get it and 
put it in the record. 

Mr. Ruopes. May the figure be put into the record at this point 

Mr. Cannon. Without objection it will be included at this point. 

(The figure requested follows :) 

Actuarial determinations of the status of the civil service retirement and disa- 
bility fund are made as of June 30 of each year and any appraisal of the fund 
for other dates must be on the basis of estimates. The estimated unfunded lia- 
bility of the fund as of January 20, 1953, was $9.75 billion. The nearest actu- 
arial study to that date was as of June 30, 1953, when the liability was found to 
be $9.9 billion. On June 30, 1958, the actuarial liability was $20.5 billion. 

Mr. Ruopes. If the Congress were to appropriate the amount of 
money which we might deem nec essary to make this fund actuarily 
sound, what would be the actual mechanics of putting that money in 
the fund? Would you take the gold out of Fort Knox? Would you 
take the currency out of the economy and put it in a vault, or what 
would you do? 

Mr. Stans. Well, as a matter of fact, it would be merely to put Gov- 
ernment bonds into the fund. 

Mr. Ruopes. Which is a promise to pay some time in the future? 

Mr. Srans. Yes. 

Mr. Ruopes. Which is about the same thing as the situation that has 
been set up by law with regard to this fund, in that there is a continu- 
ing obligation on the part of the United States Government to make 
up the necessary amount of money to pay the recipients of this fund 
anyway. 

Mr. Stans. That is the point that I tried to develop this morning. 

Mr. Ruopes. So actuarily this is a matter of substituting a piece of 
paper which says we are in debt for another piece of paper, which is 
a law which says we are indebted ? 

Mr. Srans. I believe that. 

Mr. Ruopes. So in effect it might be doubletalk. 

Mr. Jones. Mr. Director, is it not true the only way this fund can 
be considered as being insolvent would be for every Federal employee 
to retire tomorrow — call upon the fund for retirement benefits? 

Mr. Srans. Well, I do not know if you would need every one of 
them, but I would not call it insolvent unless the money was com- 
pletely distributed so that it had no balance beyond the contributions 
of employees. 

Mr. Riiopes. I have one more question, Mr. Director. 
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BUDGET PROPOSAL TO TRANSFER CERTAIN ITEMS TO HIGHWAY TRUST FUND 


There is a provision in the budget for the transfer of funds for 
the construction of roads in the national forests and public lands from 
the highway trust fund. Would you give the rationale of that par- 
ticular: prov ision of the budget ? 

Mr. Stans. Yes. Under the new Interstate Highway System of 
about 41,000 miles the Federal Government pays 90 percent of the 
cost of constructing the highways, that payment being made out of 
the highway trust fund. The highway fund, of course, is created by 
the casoline taxes collected and deposited i in it. Of the 41 000 miles 
some portion of it goes across forest lands and public lands. It is 
an integral part of the highway system. It is used by the same peo- 
ple who use the rest of the highway system and it is our feeling that 
those portions of the system “that go across public lands should be 
paid for in the same way as the rest of the highway system. 

Mr. Ruopes. And this has nothing to do with forest roads and 
trails? 

Mr. Srans. It has nothing to do with forest roads and trails. 

Mr. Ruopes. Thank you. That is all. 

Mr. Cannon. Mr. Pillion. 


CONFIDENCE IN THE DOLLAR 


Mr. Pitiion. Mr. Secretary, I have been reading that there is a 
growing lack of confidence abroad in our dollar. Is that correct, and 
if so, what is the cause of it and what are the possible repercussions 

Secretary ANpreRsON. Well, I too see references every once in a 
while to the same kind of articles to which you refer. I think that 
we have to be concerned with several things. One is we have a great 
many countries in the world whose economies are now oriented pretty 
strongly 

Mr. Prtxi0on. To ours? 

Secretary AnpersoN. To the Western World, and ours is the strong- 
est of the economies in the Western World. I think that other gov- 
ernments look with a great deal of interest at the way in which we 
manage and conduct our own affairs. 

Foreign holdings of dollars and short-term bills amount to about 
$16 billion. The foreign countries, on the other hand, have long-term 
commitments to us which greatly exceed their short-term plus their 
long-term holdings in the United States. I think that despite what 
you read in the papers it is interesting to note that the foreign coun- 
tries have expressed their confidence in the = ar by increasing their 
dollar holdings of our securities during this yea 

I think that part of foreign concern was generated by the fact that 
there was an outflow of gold during 1958. As one examines it care- 
fully, it appears to be a desirable normal redistribution of gold among 
the tr: ading nations. One must remember in the Suez Canal crisis 
of 1957 many countries lost gold. Traditionally, European countries 
particularly like to hold a part of their reserves, monetary reserves, in 
gold. As the recession came on last year and short-term interest rates 
went very low some of those countries increased their own reserves. 
If one, for example, looks at the degree of convertibility that was 
tcecomplished in Great Britain, France, Germany, any number of the 
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other countries during December of last year, 1958, one must realize 
this is an accomplishment which could not have taken place had 
they not been in a better reserve position than they were in prior 
years. 

We always say that in order to have free world strength we must 
have economic and military strength among other countries. It be- 
came a part of the philosophy of this country under the Marshall plan. 
And so I think that one must always examine both the pros and the 
cons. I believe other countries basically think in our country we are 
going to manage our affairs well and that the lack of confidence is 
more apparent than real. 

Mr. Prriton. You do not think then, Mr. Secretary, that the idea 
abroad might be that we are committed to a road of inflation ? 

Secretary Anperson. I think. sir, more than anything else, govern- 
ments are going to be influenced by what we do rather than what we 
say. 

Mr. Pinui0on. I note that we have had a rather sudden rise in our 
interest costs. Is that due primarily to the increase in our debt, or 
primarily due to an increase in the rates ? 

Secretary Anperson. Well, again, as I said to Congressman 
Alexander, to separate out that portion that is attributable to the fact 
that we have a larger debt and that portion which is attributable to 
the increased interest rates would take some mathematics on our part. 
I think it is a combination of all of them. During the recession 
period when there were fewer demands in the market for money there 
was a better atmosphere in which we could sell Government securities. 
As the economic level of activity goes up, if money is invested in plant, 
equipment, and inventories, we in the Treasury go to precisely the 
same market as every corporation, as every municipality, as every 
State and other political subdivision in the country, and as you get 
these competitive forces bidding against each other there is a tendency 
for the interest rates to rise. 

Mr. Pitu10on. You have been trying to lengthen out the refunding 
of the national debt. What success have you had with that? 

Secretary ANnpERsON. In early 1958 we were able to do a reasonable 
amount of lengthening. In the last week you may have noticed we 
sold $750 million worth of 21-year bonds. 

Mr. Prtxton. At what rate? 

Secretary Anprerson. They were sold to yield 4.07 percent. 

Mr. Pitz10Nn. That is rather high ? 

Secretary AnpersoNn. Yes; relatively high. 

I think all the effort at lengthening the debt has to be judged simply 
by market conditions and our capability at any one given time, and 
also the desirability of doing it because if you have high interest rates 
you may want to put more of vour money in short-term securities and 
let the higher rate stabilize. This is the sort of thing where you have 
a half dozen or more factors every time you take it into consideration. 

Mr. Prix10on. With the Government paying somewhat over 4 per- 
cent on some of its debt and stocks returning somewhere in the neigh- 
borhood of 3 percent, historically that has been a rather crucial 
situation, has it not? Do you have any fears of that situation de- 
veloping into a dangerous financial situation ? 
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Secretary Anperson. I think, sir, that we simply have to be sure 
that we manage our affairs in this country so that we create an atmos- 
phere of confidence. ‘That is one of the reasons, it seems to me, why 
trying to achieve a balance between what you take in and what you 
spend is not at all a negative approach but is a very affirmative 
approach. 

Mr. Puuion. A necessary approach ? 

Secretary ANnpEeRsoN. Yes; an approach which is inherent in the 
accumulation of capital. I do not think that we can allow to be cre- 
ated in our country the belief that the safe way to make money is to 
speculate and the greatest risk is to save, because if we are going to 
employ more people, if we are going to have new job opportunities, 
increased plant production, and that sort of thing, it comes out of 
capital accumulations. So I think we are dealing here with a psycho- 
logical as well as a factual situation. 

Mr. Pitxion. Then you believe that in order to have a long-term 
stabilized employment, or the atmosphere for it, that we ought to 
have more or less a balanced budget? Would that be your con- 
clusion ? 

Secretary Anprrson. Yes; I would think that is highly desirable. 

Mr. Pitiion. Thank you very much. 

Mr. Cannon. Mr. Weaver. 


FOREIGN AID REQUEST 


Mr. Weaver. Mr. Stans, every year the Congress is called upon to 
appropriate vast sums of the taxpayers’ money for foreign aid pro- 
grams, and every time that a request comes to the Congress there are 
always strong and compelling reasons advanced for not reducing 
those recommendations. 

Now, the money to be expended for the fiscal year 1960 is less than 
for the fiscal year 1959. Jam wondering if you could tell me how 
you just happened to fit the schedule of appropriations for interna- 
tional programs into this year’s budget. 

Mr. Stans. Actually, the amount of new obligational authority for 
mutual security programs in this budget is $3,930,000,000, which is 
ilmost the same as the President’s request in the 1959 budget. Now 
it is expected, however, that the expenditures in the fiscal year 1960 
will be less than in 1959. 

One of the principal factors causing that decrease in expenditures 
isthe military assistance program. For a number of years the mili- 
lary assistance program was operated with a very high obligational 
ithority authorized—a pipeline, as it is sometimes called, of “author- 

ity—and that has been reducing year by year to the point where it is 
not susceptible to much more reduction, considering especially the 
fact that some of the items in military assistance are ‘long- lead items. 

Therefore, the expenditures which in the past several years have 
txeeeded the authorizations under the military assistance program 
this year will be much closer to the amount of the authorization and 
the pipeline will be reduced probably to its workable minimum, 

Mr. Weaver. About what is the pipeline now? Would you have 

that figure, or could you supply it ? 
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Mr. Srans. I will have to supply it for the record to be precise, 
(The requested information follows :) 












Mutual security program, unexrpended 





[In millions] 








SE 


June 30, 1959 





oe aS r 
| June 30, 1957 | June 30, 1958 | Estimated, 





Military ! li a i i i ed Lee $4, 252 $3, 373 2, 576 
Other MSP 2 x Se aE 1, 873 1, 882 | 2,313 
ae Se eee Pe ae Se ke ae 6, 125 5, 255 4, 889 








Includes common item reservations as of July 1, 1957, $2,252; July 1, 1958, $2,232; July 1, 1959, $1,592, 
2 Excludes Investment Guaranty program unexpended balances as of July 1, 1957, $201; July 1, 1958, $202; 
July 1, 1959, $203. 














Mr. Cannon. Mr. Minshall. 
Mr. Minsuatu. As a new member of the committee, I would like 
to report that the last 2 days of testimony have been most enlighten- 
ing, and I should like to join my colleagues in commending both the 
Secretary of the Treasury and the Director of the Budget on the ex- 
cellence of their testimony. It seems to me they have been both 
candid and forthright. I have no questions. 
Mr. Cannon. Mr. Thomson. 













BASIS OF REVENUE ESTIMATES 






: : 
Mr. Tomson. I agree with the economic philosophy expressed in : 
your statements, as well as that of an apparent majority of the com- | — 






mittee, that a balanced budget is not only desirable but absolutely 
necessary. However, I join those who have expressed some concern 
here about the fact that this balance is too precarious. 

Now, getting back to the gentleman from Virginia, Mr. Gary’s 
questions, I understand, Mr. Secretary, your estimates of the increase 
In receipts is based upon an increase in the amount of personal in- 
come and an increase in the amount of corporate income and an 
increase in the amount of gross national product predicated upon the 
recovery. 

The question J would like to ask in connection with that is, have you 
taken into account the loss of revenues to the Treasury due to tax 
adjustments that took place last year, and the repeal of taxes in the 


last Congress ? 

















in 
Secretary Anprerson. Those have been taken into account. Te 
Mr. THomson. Just how much did that bear upon it? la 
Secretary Anperson. The transportation tax, which was repealed | 4 
last year, is going to have an impact between $400 million and $500 ] g: 
million—nearer to $500 million, I will say. of 
Mr. THomson. Yes, $485 million. ; up 
Secretary Anprerson. Then there is about $250 million that we had ba 
to take into account due to the benefits that were given under the ] ,., 
Small Business Act. ist 
Mr. Tomson. It would seem to me upon the basis of doubt of | a) 
Congress raising taxes we ought to make further cuts without m- ] 4, 
pairing necessary and proper programs. the 
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HIGHWAY TRUST FUND 





Now, so far as the highway trust fund is concerned, what is the 
total revenue that comes from the highway users, not necessarily 
earmarked, but the total revenue from highway users such as gasoline 
taxes, new automobiles, trucks, and so forth? You might supply 
that for the record. 

Secretary ANpEeRSON. You have about $1,170 billion on passenger 
automobiles and you have automobiles and trucks, parts and accesso- 
ries, but they are in the budget sheets. For that particular item there 
isnogrosssum. I will be glad to supply it. 

Mr. THomson. I would appreciate your totaling it. 

(The information requested follows :) 

Receipts of taxes on gasoline, diesel fuel, tires and tubes, tread rubber, the use 
tax on certain vehicles, and trucks (50 percent) which were transferred to the 
highway trust fund in the fiscal year 1958 amounted to $2,116 million. Other 
taxes associated with automotive products—the taxes on passenger automobiles, 


parts and accessories for automobiles, lubricating oils, and trucks (50 percent )— 
all of which have been in effect for many years, yielded $1,510 million. 













Mr. Tromson. In 1956 when this Highway Act was passed it was 
thought that we would be collecting this year $3,183 billion. Even 
before the passage of that act we were diverting these revenues to 
general governmental purposes. I hate to balance a budget by in- 
creasing taxes. I think that we need an antidiversion amendment. 

Secretary Anperson. If you take the money which is now coming 
from such things as excise taxes on passenger automobiles and that 
sort of thing away from the receipts of the General Treasury then you 
will have the problem of imbalance because you will have to propose 
something to raise it back up again. 

Mr. Tuomson. And that gets back to the proposition that we can 
look to further cuts in the expense items which is another way of 
balancing the budget. 












VETERANS’ ADMINISTRATION REGULATIONS 


Now, Mr. Director, I have a question that I would like to ask you. 
Icertainly agreed with your philosophy that if an airplane becomes 
obsolete we should not go ahead and spend money and if a foreign 
country goes Communist we should not spend the appropriated for- 
‘ign aid money on that country. Now, my question puts this thing 
m reverse. I notice that the executive agencies of Government, by 
legulation, constantly change things around so that it results in 
larger expenditures. The most recent example that has come to my 
ittention is this: the Veterans’ Administration for some time has 
sid by regulation that if a man was out of a school for a certain length 
Of time he could not come back in under the GI program and pick 
up his rights; he lost his rights. I notice in your budget these GI 

nefits are going to go down. _ Toward the tail end of the last cal- 
‘dar year when we were out in our districts the Veterans’ Admin- 
Stration suddenly changed that ruling, and a relative of mine was 
ible to go back to school and start incurring obligations to the Federal 
overnment. Is that referred to the Bureau of the Budget before 
‘he executive agency changes the regulations that result in the ex- 
lenditure of millions of more dollars? I do not think that there 
vas any law passed that extended the GI benefits, 
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Mr. Srans. That happened when I was out of the country. I 
would have to check with the Bureau to find out the extent of its 


participation. It was in the power of the Administrator and I am 


sure that it was cleared as an administration policy. 


Mr. Trromson. My comments go not only to the Veterans’ Admin- 
istration but to the Department of Agriculture. They change these 
regulations around to let more people come in and benefit, or they 
change the rate of benefits, and it certainly seems to me that that 
should be cleared through some central agency in the executive de- 


partment if we are to control expenditures. 

Mr. Srans. Ordinarily, the Bureau of the Budget is consulted in 
all those matters, and it may have been in this case. 

Mr. THomson. Would you check that for the record? 

Mr. Srans. I will. 

(The following was supplied :) 

The following are the facts concerning the change in regulations of the 
Veterans’ Administration: 

On or about August 29, 1958, the Veterans’ Administration announced a 
ruling of change in regulation 12012 applicable to an interruption of training 
under Public Law 550. The change was made by the Administrator under 
authority (88 U.S.C. 210) vested in him to make all rules and regulations neces- 
sary or appropriate to carry out laws administered by the Veterans’ Administra- 
tion. The change was not cleared by the Bureau of the Budget. Regulation 
12012 had provided that veterans who had interrupted their training under 
Public Law 550 for more than 12 consecutive months were ineligible for further 
training unless it was determined that suspension was caused by conditions 
beyond the veteran’s control. The regulation was modified to permit a veteran 
whose eligibility had expired under the original provision to resume training if 
he could show that his course was interrupted for any of the following reasons: 

Family or financial obligations beyond his control. 

Personal or family illness or death in the family. 

Unavoidable conditions in connection with his employment that forced 
suspension. 

The allowable 12-month period of suspension had ended during a school 
vacation or recess. 


Mr. THomson. Thank you, Mr. Chairman. 
Mr. Cannon. Mr. Mahon. 
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Mr. Manon. Mr. Chairman, I do not want to extend the hearings, 
but there is a matter involved in this budget that troubles me a bit. 
and I thought that the Director might submit for the record a state- 
ment which would be helpful in clarifying the situation. As the 
Director knows, this budget is being criticized sharply. On the whole, 
of course, people generally express approval that a balanced budget 
has been submitted. Questions are raised as to whether or not it is 
in fact, other than tec hnic: ally, a balanced budget. 

Now, I would like to know if in previous years in the submission of 
budgets the Executive in submitting the budget, i in order to achieve 
a balance, has resorted to the things resorted to in this budget for the 

fiscal year 1960; that is, in previous years has it been customary for 
the balancing of the budget to be predicated upon additional revenues 
not in existence at the time of the submission of the budget? Do you 
see what I mean? I know that budgets often suggest a . continuation 
of existing tax rates which expire during the forthcoming fiscal year. 
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I know that is frequently done. But I would like you to go back and 
look at the past several years of this administration, or take a 10-year 
period, and give us a little statement in regard to the pros and 
cons of that, and an objective statement. Can you do that? 

Mr. Stans. I would be very happy to do it. 

Mr. Manon. Will you express an opinion at this time in regard to 
the problem ? 

Mr. Cannon. You may include in the record the information re- 
quested by Mr. Mahon. 

(The information requested follows :) 


At the present time the budget totals represents the estimated results of 
the complete financial plan recommended by the President. The expenditure 
total includes all recommended legislation which affects expenditures; the 
total of budget receipts includes all recommended legislation which affects 
receipts; and the surplus takes into account all proposals on both sides of the 
budget. 

Examining the budgets transmitted by the President back to the fiscal year 
1950, we find that all budgets during this period reflected the expenditures in- 
volved in new legislative proposals. Tax proposals, however, have been reflected 
in the estimates only since the budget for the fiscal year 1955. 

The budget transmitted for each of the fiscal years 1950 through 1954 showed 
an estimated deficit (ranging from $0.9 billion for 1950 to $16.5 billion for 1952). 
For each of these years, the President recommended in the budget message that 
the Congress enact new revenue legislation. In some cases such legislation was 
called for “to balance the budget and reduce the public debt’; and in other 
cases to obtain “a more balanced and equitable tax structure and to increase 
Federal revenues.” However, except for some relatively minor miscellaneous 
receipts proposals, the specific proposals themselves were not described in the 
budget message. 

Each of the budgets for the fiscal years 1950 through 1953 carried a recommen- 
dation to raise postal rates and the estimates reflected (by a reduction of budget 
expenditures) the effect of the recommended increase in postal receipts. 

Starting with the fiscal year 1955, the budget estimates have included the effect 
of all revenue proposals, including the extension of tax rates which would have 
expired under existing law. Two of these budgets, 1955 and 1956, were trans- 
mitted as unbalanced budgets. Four of them, 1957 through 1960, were trans- 
mitted as balanced budgets. The estimated balance in these budgets would not 
have been possible without the legislative recommendation that expiring tax 
rates be extended, since the amount of surplus estimated was less than the 
revenue from such proposed extension. In addition, the estimated balance 
for 1960 requires new proposals which would bring in a small additional amount 
of revenue over and above that from extending existing rates. 

This practice has worked both ways. In the 1955 budget the estimated 
revenues and deficit reflected the decrease of revenue resulting from specific 
tax reductions and reforms recommended by the President and described in the 
budget message. 

Each of the budgets for 1955 through 1960 carried a recommendation to raise 
postal rates and the estimates reflected (by a reduction of budget expenditures) 
the effect of the recommended increase in postal receipts. 

The present procedure, in effect since 1955, meets the requirement of section 
202(a) of the Budget and Accounting Act of 1921, as amended, which provides 
that “if the estimated receipts * * * are less than the estimated expendi- 
tures * * * the President in the budget shall make recommendations for new 
taxes, loans, or other appropriate action to meet the estimate deficiency.” 


Mr. Manon. You have discussed the budget as being a financial 
plan in your testimony here, and I wish you would set forth the answers 
generally to the question that I asked. 

Mr. Stans. Yes. 

Mr. Manon. I understand you to imply in your previous testimony 
that vou believe that if the Executive is submitting a budget and he 
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finds that if expenditures are going to exceed anticipated revenues he 
should propose taxes to bring the budget into balance. 

_ Mr. Stans. He may, or he may not. If he thinks the taxes are 
inappropriate, he may not make that recommendation. But in this 
case the President believes that some proposed new taxes are desirable, 
that a balanced budget is desirable, and has made his recommendations 
in that respect. 

Mr. Manon. In other words, you do not always believe the Executive 
should be called upon to submit a balanced budget? 

Mr. Srans. I think there are many circumstances—a national 
emergency situation, or war—when it is impossible to submit a bal- 
anced budget, or to make tax recommendations adequate to bring it 
into balance. . 


DEFICIT ESTIMATES VERSUS ACTUAL RESULTS, 1954-59 


Mr. Manon. I believe President Eisenhower has submitted six 
budgets. Now, beginning with the fiscal year 1955 and going to the 
fiscal year 1959, the President’s original budget recommendations 
show a total deficit of $2.6 billion. That is for those 5 years. In 
other words, the President in submitting those budgets submitted a 
total deficit for 5 years of $2.6 billion. 

On the other hand, what actually happened is that for those years 
the actual deficit that occurred was not $2.6 billion but $16.7 billion. 
That includes the latest estimates applicable to the fiscal 1959 year. 

Mr. Srans. Mr. Mahon, you can attribute almost the entire dif- 
ference to the situation that developed in the fiscal year we are in now 
where it had been expected that the budget would be in balance. The 
recession developed. Revenues went down substantially. The admin- 
istration and the Congress both believed it advisable to spend more 
money in some cases. The total level of the expenditures increased 
and we ended up $13 billion in the red. That, unfortunately, is the 
kind of thing that can happen. I believe that we are all more opti- 
mistic than to want to budget for that as a normal course of events. 

Mr. Manon. Mr. Chairman, if we understand that I am to get this 
other information for the record, I have no other questions. 

Mr. Cannon. Are there further questions upon the part of any 
member of the committee? If not, we thank you, Mr. Secretary. We 
thank you, Mr. Director. 

Without objection the committee will stand adjourned. 
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